


FheNATIONAL 
UNDERWRITER 












































REIN SU RANCE makes a basic contribution 
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(GENERAL REINSURANCE GROUP 


Largest American multiple line market 
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mM NOTICE TO COMPANIES ano BROKERS 


THE FIRST RECORDED INSURANCE CONTRACT TO 
BE EFFECTED WAS ARRANGED BY THE PHOENICIANS 


BEFORE 1500 B.C. 


WE ARE COMPARAT/VELY NEW BOYS AT THE BUSINESS 
AS WE HAVE ONLY BEEN PLACING REINSURANCES 
FOR $2 YEARS 


WE WOULD BE GLAD TO HELP YOU /F YOU HAVE 
ANY REINSURANCE PROBLEMS 





GEORGE J. STEWART + THOMAS N. DONALDSON + WILLIAM S. COLLINS 
WORTH 2-7770 


STEWART, SMITH ¢ Co., Inc. 


116 JOHN STREET NEW YORK 7. 
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New York Gives 
Green Light fo 
Escott Plan 


Bohlinger Opinion Based 
on 45-Day Hearing; 
Illinois Also Approves 


NEW YORK—The the 
Escott plan for rating multiple location 
risks has been upheld by Superintendent 
Bohlinger of New York. His 
was based on a hearing he conducted 
that lasted 45 
4864 page record. The hearing resulted 
from an appeal taken by America Fore, 


legality of 


decision 


days and developed a 


Loyalty group, Aetna Life group, Hart- 
ford Fire and New York Underwriters 
after the department had approved the 
filing of the Escott plan by New York 
Fire Insurance Rating Organization. 

One argument by appellants was that 
the Escott plan produced inadequate 
rates and thus deprived appellants of 
property without due process. Use of 
the plan is not compulsory upon ap- 
pellants, Mr. Bohlinger replies. They 
need not write the business or can write 
it under a plan of their own. Their 
property and assets are not taken from 
them or put to public use without their 
consent. That they may lose business 
to competitors does not amount to con- 
fiscation forbidden by the due process 
clauses. 

As to the charge that New York in- 
surance law forbids rates excessive, dis- 
criminatory, inadequate or unreasonable, 
Mr. Bohlinger replies the plan is de- 
signed to produce rates and premiums 
sufficient to pay all losses and expenses 
and leave a reasonable margin of profit. 
The figure of 55% apparently was 
selected as a permissible loss ratio on 
judgment. It includes expense for claim 
adjustments of about 2.7%. The 53.3% 
for losses compares with the 47.5% per- 
missible loss ratio used in the general 
rate revisions in New York and the 
50% figure considered a rough break 
even point in the fire business. The 
difference attempts to recognize lower 
acquisition and other expenses in this 
type of business. 


Allows 41.7% for All Expenses 


Of the 47.7% remaining, Mr. Bohlin- 
ger continues, 6% is a reasonable al- 
lowance for profit and catastrophe, leav- 
mg 41.7% to pay all expenses. The 
average expense ratio 1944 through 1948 
for all fire insurance written by com- 
Panies licensed to do business in New 
York was 47.5%, and in general rate 
revisions the New York department has 
used an expense allowance of 49%. This 
leaves savings on expenses to account 
for the difference. A previous opinion 
found that a proper expense allowance 
for multiple location business was about 
34 to 39%. Appellants argued that cer- 
tain expenses on this class of business 
were higher than those applicable to 
fire insurance generally, but Mr. Bohlin- 
ger concludes that 41-42% allowed under 
the Escott plan is reasonable. 

The plan does not discriminate un- 
fairly between risks, Mr. Bohlinger con- 
cluded: Former Superintendent Conway 
m 1930 found that special conditions 
existed as to multiple location risks 
which warranted their treatment as a 
Special class. The idea of basing a 
ifference in rating treatment on number 
of locations insured reflects a principle 

(CONTINUED ON PAGE 8) 


Await Final 
Action On 
War Damage Bill 


WASHINGTON — After hearing in- 
surance representatives, the Senate 
banking committee last week in execu- 
tive session authorized a poll of mem- 
bers to report the House-passed bill 
to grant succession to War Damage 
Corp. Chairman Maybank aimed to call 
up the bill for Senate action, if possible. 
No amendments to the bill were voted. 

Witnesses testifying on the bill be- 
fore the Senate committee included: 
John Wicker, American Mutual Alli- 
ance; Leslie T. Hemry, American Mu- 
tual Liability; Ray Murphy, Assn. of 
Casualty & Surety Companies; Louis 
Buffier, American Assn. of State Com- 
pensation Insurance Funds. 

In general, testimony followed along 
the line of that in the House committee 
on banking hearing. 

A statement in behalf of R. E. Hill, 
president National Association of Mu- 
tual Insurance Agents, was filed in sup- 
port of the recommendation of its execu- 
tive committee that any surplus or 
profit from WDC operations should be 
distributed to policyholders as divi- 
dends. 


House Acts Quickly 


The House last week passed by unani- 
mous consent legislation to grant suc- 
cession to WDC to provide for a system 
of gratuitous indemnities for survivors 
of servicemen. 

To clarify the scope of war damage 
coverage, HR 9802 provides for insur- 
ance, reinsurance or other means of 
protection to property, against loss or 
damage “which may result from hostile 
or warlike action, including action in 
hindering, combating, or defending 
against an actual, impending or ex- 
pected attack, (1) by any government 
or sovereign power (de jure or de facto), 
or by any authority using military, 
naval, or air forces; or (2) by military, 
naval, or air forces; or (3) by an agent 
of any such government, power, author- 
ity, or forces; with such general ex- 
ceptions as the corporation, with the 
approval of the President, may deem 
advisable.” 

Rep. Spence said the bill was “the 
same as we had in World War II” and 
had been reported unanimously from 
committee. 

Spence said in his committee report 
on the bill: 


Exclusion Clauses 


“HR 9802, with the amendments 
recommended in this report, would 
authorize War Damage Corp., to oc- 
cupy the area of coverage excluded in 
forms of property insurance recently 
adopted by a committee of the insur- 
ance industry. It is the opinion of your 
committee that the area of govern- 
mental coverage provided in the 
amended bill is necessary for the pro- 
tection of property owners, in view 
of the character of the exclusion clauses 
to be used in other forms of insurance. 

“It has been suggested that the cor- 
poration be authorized to make gra- 
tuitous compensation for any loss or 
damage which may occur before the 
enactment of the bill. In the opinion 
of the committee, such a _ provision 
for free compensation would be un- 
justified unless specifically limited to 
an amount provided by Congress for 
that purpose and moreover nothing in 
the present situation cails for such 
action. The committee desires to em- 
phasize that the insurance program 
authorized is not to be gratuitous, but 
that premium will be charged for the 
protection afforded. ; 

“The 1942 act, like HR 9802, requires 

(CONTINUED ON PAGE 18) 


SEE JANUARY DECISION 

Tex. Agents Oppose, 
Companies Favor 
Wind Deductibles 


AUSTIN — Companies operating in 
Texas want the status quo continued 
with the $100 mandatory deductible on 
windstorm and E.C. while local agents 
want the deductible cut to $50 and the 
wind-driven rain clause reinstated. These 
were the major recommendations made 
at a hearing here of the Texas depart- 
ment. 

Direct legislative influence that in 
substance called for elimination of a 
mandatory deductible entered the pro- 
ceedings and possible repercussions of 
this attitude were the main topics of 
informal comment during and following 
the hearing. Two lawmakers openly 
told of widespread public dissatisfaction 
with the deductible in their north Texas 
areas and a third lawmaker, by letter, 
served notice that the would write a 
bill to remove the compulsory deducti- 
ble unless the board does it by order. 

Before adjournment of the hearing, 
which lasted nearly seven hours, Fire 
Commissioner Brown announced that 
the record would be held open until 
Jan. 2 for the filing of additional briefs, 
which was taken as an indication that 
the board probably will not announce 
its decision until about mid-January. 





Speculation Is Abundant 


Guesses were a dime a dozen about 
the board’s forthcoming order, but the 
predominating view was that it would 
kill the mandatory deductible and pub- 
lish rates for an optional $50 deductible 
and full coverage. Some believed the 
mandatory deductible would be retained, 
but reduced to $50. 

The company position was explained 
by Will C. Thompson, Dallas attorney; 
R. B. Cousins, Jr.. manager of Texas 
Insurance Advisory Assn.; Gordon 
Yeargan, president Trinity Universal; 
T. R. Mansfield, president Gulf; Gus 
Wortham, president American General; 
Warren Gravely, secretary of Home at 
Dallas, and J. O. Smith, head of the 
Trezevant & Cochran general agency. 
Agents’ recommendations were submit- 
ted by Porter Ellis, Dallas. Galveston 
is the only city where agents want the 
$100 mandatory deductible continued. 

In summary statistical information of- 
fered by Mr. Thompson showed the 
following: Loss ratio for 1940-49 on the 
basis of adjusted earned premiums was 
69%; 1945-49, 64%; 1946, 104%; 1947, 
64%: 1948, 84% and would have been 
about 50% if the Texas City losses 
were excluded; 1949, 31%. In 1950 
tentative figures indicate that the loss 
ratio will be below the permissible aver- 
age for the decade. 


Reduction Possible 


“Tf this overall loss ratio,” Mr. 
Thompson added, “should be taken as 
indicating a trend, then perhaps some 
character of rate reduction might be 
possible of consideration. The man- 
datory necessity of preserving the re- 
insurance market to my mind precludes 
consideration of abolition of the $100 
mandatory deductible.” 

Mr. Cousins, in his testimony, added 
some data based on studies of the 1943 
hurricane in the Houston-Beaumont 
area and the 1946 hail storm in San 
Antonio, both having occurred before 
the mandatory deductible was in effect. 

Mr. Cousins said that of 51,000 claims 
paid as a result of the 1943 storm, some 
34.000 were for less than $100 with the 
payments on them aggregating $1,659,- 
000. If the deductible had been in ef- 
fect, payments on the remaining claims 
would have been reduced $1,683,000, or 
a total of $3,342,000. Total losses paid 


Storm Puts Big 
Strain on Mechanics 
and Personnel 


Mountain of Claims 
Won't Be Disposed 
Of Until April 


NEW YORK—As the adjusting and 
loss personnel of the fire companies set- 
tle down to the grim task of at least 
three and probably four months of clean- 
ing up claims from the Nov. 25 wind- 
storm in the northeast, one bright fact 
stands out sharply. That is the ability 
of the companies to pay the bill. There 
has been no doubt of that from the start 
and there still is not, though there is 
general agreement that the storm will 
cost the stock companies and there rein- 
surers more than $100 million. The fig- 
ure of $125 million for the entire busi- 
ness, including mutuals, on 600,000 
claims appears to be a fairly accurate 
guess. 

Most observers now believe it will be 
the end of April before they will begin 
to wind up the mountain of claims the 
storm produced. Some say it will be 
summer. National Board this week was 
preparing a release to newspapers, 
dailies and weeklies, throughout the area 
hit hardest, explaining the size of job 
insurers have on their hands and ex- 
pressing appreciation for the patience of 
insured who are having to wait. Home 
published another special advertisement 
in newspapers this week to much the 
same eftect. 


Extra Year’s Losses 


With many companies getting an ex- 
tra year’s losses, these from one day’s 
storm, thrown into their laps, it is the 
mechanics and personnel, not the bank 
account, that is bearing the strain, as 
big as the tap is on the bank account. 
Practically everyone in the business, 
however, seems to be of the same mind. 
The business has a job to do and it 
can’t fail to deliver because failure and 
not the reasons for failure are what 
people remember. 

In some areas, particularly in the 
metropolitan area of New York, Long 
Island and northern New Jersey the 
number of losses is so great and the de- 
mand for contracting services so heavy 
that contractors are here and there 
jacking up prices. However, in general, 
contractors and insured are being fair. 
One thing the storm demonstrated is 
that construction in the northeast gener- 
ally is very good. Experienced adjus- 
ters say that the same storm in almost 
any other section of the U. S. would 
have resulted in many, many thousands 
more claims. 


Average Is Increasing 


General Adjustment Bureau has re- 
ceived more than 150,000 loss reports to 
date and expects the final total to be al- 
most 200,000. Analysis of the first sev- 
eral thousand files shows a $167 average 
but this is expected to be higher. G.A.B. 

(CONTINUED ON PAGE 13) 


amounted to $7,992,000, indicating that 
the deductible would have reduced the 
paid loss figure by 42%. Similarly, said 


Mr. Cousins, the San Antonio hail 
losses would have been reduced about 
44% on the basis of a study made of 
about 25% of the 60,000 filed claims. 








Edgar A. Clark of 
Northern Retires 


Edgar <A. Clark is retiring as as- 
sistant U. S. manager of Northern As- 
surance. He was tendered a luncheon 
a 3 Manager E. D. Patton that 
was attended by the entire official staff 
at New York. He was presented with 
a wristwatch by the officers and a 
traveling bag by the 25 year organiza- 
tion of Northern. 

Mr. Clark started with the Ivey & 


Kirkpatrick local agency at Lynchburg, 





Va. After serving as a stamping clerk 
for SEUA at Richmond and in the field 
for Citizens of Missouri for Virginia 
and the Carolinas, he went with North- 
ern in 1912 in the Virginia and North 
Carolina field. He went into the head 
office in 1928 and since 1942 has been 
assistant U. S. manager. 

The second meeting of newly or- 
ganized Society of Oklahoma Insurance 


Accountants has been called for Jan. 5 
t Tulsa by President T. i LePage ot 
Oklahoma City. The society plans to 


meet every other month, alternating be- 
tween Oklahoma City and Tulsa. 
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es, there will be rings on her fingers this 


holiday season, 
Keystone, unless all signs fail. The estimate for 
jewelry sales in December runs into two hundred 
fourteen million dollars. Here is a receptive market 
that will be ready-made for active solicitation. Jewelry 
floaters frequently lead to additional business. We 
are ready to assist you...why not write to us today? 
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COLUMBIA INSURANCE COMPANY 
UNITED FIREMEN’S INSURANCE CO. 
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New Cincinnati 
Insurer Ready 


CINCINNATI—The stock of Cin- 
cinnati Insurance Co. was fully sub- 
scribed on Christmas Eve and the first 
stockholders meeting of this new fire 
insurer will be held Jan. 2 at the Cin- 
cinnati Club. At that time Harry M. 
Turner, prominent Springfield (Ohio) 
agent, will be elected president, E. P. 
Webb of Webb agency at Lima, first 
vice-president; R. C. Schiff, Cincinnati, 
second vice-president, and J. J. Schiff, 
Jr., secretary and treasurer. John Pottin- 
ger, Dayton agent, will be elected a di- 
rector in addition to those previously 
announced. 

It is expected that the new company 
will be examined by the Ohio insurance 
department within the next weeks and, 
if the report favorable, will start 
writing business shortly. The paid-in 
capital is $100,000 and the paid-in sur- 
plus the same amount. The company 
will start writing fire and automobile 
material damage business but the in- 
corporators hope to branch into multiple 
line underwriting when and if Ohio 
laws are amended to permit this. A re- 
insurance contract with Prudential of 
England has already been effected. 


is 


North America Names Two 
Assistants at Chicago 


Myron W. Davenport and Edwin A. 
Evenden have been appointed assistant 
managers in the Chicago service office 
of North America. 

Mr. Davenport joined North America 
in 1941 at Indianapolis. He was named 
special agent in 1943, and the following 
year was transferred to the marine de- 


partment. In 1949 he became assistant 
to R. A. Mitchell, Chicago marine man- 
ager. 


Mr. Evenden started in 1940 after ten 
years with Ohio Audit Bureau and Ohio 


Inspection Bureau. After service in 
Cleveland, he was transferred to Mil- 
waukee in 1945, and in 1948 he went 


to the head office. He joined the staff 


at Chicago in 1949. 

Samuel Oberman has been reelected 
president of General Brokers Assn. of 
Metropolitan, Inc. of New York. An- 
drew H. Boardman is 1st vice-president; 
Jack A. Fink, 2nd vice-president and 
Joseph F. Conroy, secretary. 


New Cal. Chief 


John R. Maloney, whose appointment 
as insurance commissioner of California 
succeeding Wallace 








K. Downey was re- 
ported in last 
week’s issue, is a 
career man with 


the department. He 
started as a boy in 
the stapling depart- 
ment and was chief 
assistant just  be- 
fore his appoint- 
ment. Mr. Dow- 
ney has accepted 
an executive posi- 
tion with Portland 
Cement Co. 

A native of San 
Francisco, Mr. Maloney received de- 
grees as a public accountant and lawyer 
from the University of San Francisco. 
As an administrator he has gained much 
respect for his thoroughness in coor- 
dinating the work of the department 
and the business and possesses a wide 
reputation for fairness. He is 36 years 
old. 

In naming him commissioner, Gover- 
nor Warren said he has done a splendid 
job as chief assistant and “looks for 
him to be one of the outstanding com- 
missioners in the country.” 

Insurance men in California are well 
pleased with the naming of Mr. Ma- 
loney. He is a genial, easy-going person 
and is called “Jack” by the majority 
of his department associates and by 
members of the business. 


J. R. Maloney 
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~ Many Take Dim 
View of Illinois 
Rate Reductions 


Producers, Employes 
Glum Over Prospect 
of Decreased Earnings 


Announcement of substantially lowe; 


fire and extended coverage rates in mos 








dwelling categories in Cook county and 
Illinois injected a note of gloom 
into the holiday atmosphere there. Many 
agents and brokers feel that their com- 
mission earnings will be cut as a result 
ot 


has 


the lower rates at a time when the 
pressures of inflation call for an increase} 
in their earnings. Some company ex- 
ecutives are equally blue over the pros- 
pect of decreased premium totals for 
their offices. Many employes, both in 
agency and company offices, are de- 
pressed by the thought that possible 
decreased earnings may mean they must 
abandon any hopes they might have 
had for salary increases during the next 
year. Reaction outside the territory 
affected is one of surprise. This is par- 
ticularly true in the east where the com- 
panies are snowed under by E.C-. losses 
from the recent storm and feel that this 
is some index of loss potentialities else- 
where in this line. 

Some charge that if the rate reduc- 
tions were designed to close the gap 
between bureau rates and North Amer- 
ica’s 15% deviation, the maneuver has 
turned out to be a sort of Korea, be- 
cause North America has continued its 
15% devation under the new rates. 


Opportunity to Raise Cover 


There are those who recognize the 
move as evidence of the good faith of 
the companies in passing favorable ex- 
perience on to the public. They have 
already sounded a positive note by pro- 
claiming the rate reduction an oppor- 
tunity to boost coverage up closer to 
present inflated values for no more pre- 
mium. In this way the producer and 
companies can keep even on income 
and achieve the desirable object of in- 
suring to value. 

There was perhaps a larger element 
surprise in the changes than ever 
before. While company people and pro- 
ducers, at least in large centers, knew 
that a rate change was impending, there 
was far less information as to what the 
nature of the change would be than 


of 





there usually is. Those who expected a 

reduction did not look for decreases 

substantial. Many insurance people, 
(CONTINUED ON PAGE 18) 
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POSITIONS 
NOW AVAILABLE 


Mgr. Bond Dept.........§ $10,000 
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Fire Special Agent....... 6,000 


FERGASON PERSONNEL 
830 S. Wells Street HArrison 7-9040 
Chicago 6, Illinois 
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FREEDOM OF SPEECH... .In1798 when 
the Federalist Party passed the Sedition Act 
...a direct violation of the First Amend- 
ment to the Constitution... public disap- 
proval found expression through the case 
of Matt Lyon, who was imprisoned for 


challenging the Act. His triumph and 
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UNITED STATES FIRE INSURANCE CC 
THE NORTH RIVER INSURANCE CO 
WESTCHESTER FIRE INSURANCE CC 


Organized 1824 


. Organized 1822 
ee oe Organized 1837 
THE ALLEMANNIA FIRE INSURANCE 


WESTERN DEPT. FREEPORT, IL! PACIFIC DEPT. SAN FRANCISCO SOUTHERN DEPT 








subsequent re-election to Congress were 
victories for democracy. 


Our strict adherence to the principles of democracy 
has gained the confidence of the Agents of 
America, of which we have a great appreciation. 
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THE WESTERN ASSURANCE CO., U.S. Brancr. . . . Incorporated 1851 
THE BRITISH AMERICA ASSURANCE CO., U.S. Branch Incorporated 1832 


SOUTHERN FIRE INSURANCE CO., Durham, N.C... . 
CO. of Pittsburgh . Organized 1866 


ATLANTA ALLEGHENY DEPT, PITTSSURGH + VIRGINIA-CAROLINAS DEPT., DURFAM NC 


Incorporated 1923 





i te 























| Surplus Line 
| Market 
Fire and Casualty 
for Agents and Brokers 
NarraAGANSETT 
INSURANCE COMPANY 
OF PROVIDENCE, RHODE ISLAND 
17 Custom House Street 
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Bay between Bristol and 


the hill in the background where Mas- 
-{ sasoit, sachem of the Wampanoags 
and benefactor of the Pilgrims, lived 
at peace with the white men. There 
his son, King Philip, fell after waging 
war against his father’s friends. 






t For more than a century, the Paw-% 
tucket Mutual Fire Insurance Com- * 









OUNT HOPE BRIDGE spans Nar- § 


Portsmouth. It derives its name from 
















nus 








pany has been faithful to its 
friends, the policyholders, by providing continuous dividend pay- 

ments and prompt loss settlements. The picture on this advertisement 
and others in the series will be used on the 1951 desk calendar, copy 
of which may be obtained by writing to the address below. 


INCORPORATED 1848 


PAWTUCKET MUTUAL 


FIRE INSURANCE COMPANY 
26 MAPLE STREET, PAWTUCKET, RHODE ISLAND 
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IN EVENT OF MAJOR WAR 





Authorize Maritime 
Administration to 


Write Marine Cover 
WASHINGTON 


of Commerce Sawyer has authorized 
the maritime administration to write 
marine war risk in accordance with leg- 


Secretary 


islation passed by the expiring Con- 

gress if there is an outbreak of war 

involving major world powers. 
Vice-admiral E. L. Cochrane, mari- 


time administration head, said commer- 
cial policies would terminate in that 
event and vessel owners would be un- 
protected unless coverage is supplied 
under terms of public law 763. An offi- 
cial announcement said: “Steps have 
been taken by the maritime adminis- 
tration under terms of public law 763 
so that in the event of the outbreak of 
war between any of the following pow- 
ers: France, Great Britain and/or any 
of the British Commonwealth of Na- 
tions, Union of Soviet Socialist Repub- 
lics, and the United States of America, 
war risk insurance adequate for the 
needs of the waterborne commerce of 
the United States, not obtainable in 
the domestic market on _ reasonable 
terms and conditions, will be available 
through the government. 


Binders for Interim Insurance 


“Arrangements are being made to 
provide binders for interim insurance 
for owners and vessels eligible for pro- 
tection under this law, to become et- 
fective as of the termination of insur- 
ance under the automatic termination 


clause in the commercial policies. In- 
surance under this law will also be 
available for vessels presently un- 


insured, but only as of the date com- 
mercial insurance having the automatic 
termination clauses would have termi- 
nated had such insurance been in force 
as of the time of outbreak of war. 
“The war risk insurance will cover 
a period of 30 days from the date of 
attachment with provisions for exten- 
sion under certain conditions. If in- 
surance has not attached by Oct. 1, 1951, 
under the binders to be issued, the bind- 
ers will terminate on that date and it 
will be necessary to obtain new binders 
which will provide for the conditions 
then existing. It is contemplated that 
a service charge will be made by the 
maritime administrator in connection 
with the issuance of binders. The ves- 
sels will be insured for amounts to be 
set, but in no event will the principal 


sums be in excess of amounts deter- 
mined as the fair and reasonable value 
by the federal maritime board. The 


premium for this insurance will be de- 
termined by the maritime administrator 
as soon as possible after the insurance 
attaches. 


Syndicate Is Planned 


“The forms of applications and bind- 
ers will be published shortly in the Fed- 
eral Register, with full instructions as 
to how these binders may be obtained. 

“Arrangements which are being made 
contemplate that an organization similar 
to American Marine Hull Insurance 
Syndicate, in which any company quali- 
fying under the act can participate, will 
act as underwriting agent. 

“Plans are being formulated to pro- 
vide the other types of insurance author- 
ized under the act so tney will be avail- 
able should the need therefor arise.” 


Butler Renamed in Texas 


AUSTIN—George B. Butler, Texas 
life insurance commissioner and chair- 
man of the board of insurance commis- 
sioners, has been reappointed to that 
post. He will complete his first six- 
year term Feb. 10. Mr. Butler, an at- 
torney, spent part of his early career 





in the local agency business in his 
native city of Bryan and also served 
a term as a member of the Texas 
legislature. 
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E CO. Trained and equipped to act 
in any emergency with no fear 

NS. CO. ' . 
of falling down on the job, 

_— LOYALTY GROUP agents handle 
their problems with confidence. 

NCECO. That confidence, reflected in all 
dealings with the public, builds 

— successful agencies. Investigate 
LOYALTY GROUP facilities today. 











FIREMEN'S INSURANCE COMPANY OF NEWARK, NEW JERSEY 





The Girard Fire & Marine Insurance Company Pittsburgh Underwriters @ Keystone Underwriters 
National-Ben Franklin Fire Insurance Company Royal General Ins. Co. of Canada 
The Concordia Fire Insurance Co. of Milwaukee The Metropolitan Casualty Ins. Co. of N. Y. 
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Pacific Department: 220 Bush Street, San Francisco 6, Calif. 
Southwestern Department: 912 Commerce St., Dallas 2, Tex. 


Foreign Departments: 102 Maiden Lane, New York 5, New York 
206 Sansome St., San Francisco 4, Calif. 








Canadian Departments: 465 Bay Street, Toronto 2, Ontario 
535 Homer Street, Vancouver, B. C. 
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Investment 


Mr. 


secretary. 
Newton joined London Guaran- 


Two Promoted by 


‘ tee as assistant statistician in 1926, and 
Phoenix-London was appointed office manager in 1934. 
In 1947 he was named assistant treas- 

Franklin E. Newton, who since 1945 "rer, and treasurer in 1948. 
has been treasurer of Phoenix-London _Mr. Bambey has been with the group 
group, has been appointed also secre- Since 1945 as securities analyst in the 
tary of all companies. As secretary, he investment department. He is a gradu- 


ate of Princeton, and a veteran of the 
last war. 


succeeds the late Harry B. Gaffney. 
John W. Bambey has been appointed 
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Partisan of 
Deductible Cites 
Eastern Storm 


In response to an inquiry of a promi- 
nent fire treaty reinsurance company 
executive on his views on the recent 
eastern storm, he remarks that as far as 
the larger and medium size stock com- 
panies are concerned most of their 
losses will probably be for net account 
since the majority of the claims in num- 
ber and money seemed to hit dwellings, 
the insurance of which is mostly kept 
for net account by companies such 
these. 

The 


extent to 


as 


same applies to a fairly large 
mutual companies, a great 
number of whom have what is known 
as spread losses or underlying excess 
of loss reinsurance contracts. Many 
of these mutuals have certainly been hit 
hard and the cost of their future excess 
of loss and catastrophe covers is going 
to go up substantially. 

It is far too early to say how hard 
we may have ie hit, but whatever it is 
it is going to hurt coming as it did on 


top of the Florida hurricane, which was 


was fairly substantial in insurance 
damage. 

There may be a silver lining to the 
dark cloud and even this ill wind may 
have blown someone some _ good. 
storm of this magnitude certainly 
should boost the tendency towards in- 


mandatory deductibles. 
Insurance is an economic institute de- 

signed to spread the economic conse- 

quences of an incalculable, unforeseeable 


troduction of 


disaster from the one it hits to the 
masses of property owners who might 
have been similarly hit. It is designed 


to spread a serious economic burden 
over the many who prior to the occur- 
rence were roughly in the similar or 
same boat. It simply does not make 
sense to me that this institute is carried 
so far as to enable a man whose tele- 
vision antenna has blown down to draw 


on the insurance institute for redistribu- 
tion over thousands of other policy- 
holders for payment of a minor repair 
job of $10 or $15. The same in my 
opinion applies to fires of such minor 
character as cigaret burns, etc., etc., of 
which most companies receive quite a 
few claims every year. 





Lutz Is Retiring as Phoenix 
of London General Agent 


William B. Lutz, general agent in the 
eastern department of the U. S. head 
office of Phoenix of London, is retiring 
Dec. 31. 

Mr. Lutz 
as a home office 
Union. He later joined New Jersey 
Fire as assistant secretary and in 1915 
went with Phoenix as special agent with 
headquarters at Albany. In 1922 he 
went to the head office as assistant gen- 


in 1901 
Scottish 


insurance 
employ e of 


entered 


eral agent, and became general agent 
in 1938. 

He is past chairman of the New 
York Ex-Fieldmen’s Society, and also 


a past president of the Phoenix-London 
Quarter Century Club. 


Sword, Union Chief, Retires 


Colin E. Sword, Canadian manager 
for Union of Canton for 26 years, has 
retired. The company has divided Can- 
ada, naming J. W. Price eastern man- 
ager with offices at Toronto and W.R 
srydon western chief with headquarters 
at Vancouver. N. J. Ross and A. Sunter 
have been appointed assistant eastern 
managers and R. E. Hortin assistant 
western manager. 


Mass. Deductible Fight 


Thomas H. 
Massachusetts has issued 
a ruling — the delav on the part of 
New England Fire Insurance Rating 
Assn. in acting on the request of Federal 
fer a filine its dedvetible plan, has 
tot constit a rejection of that 


Deputy Commissioner 
O’Connell of 


of 


uted 
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plan on the part of the bureau 
However, he “urgently” recommended 
that N.E.F.I.R.A. “either comply with 
or definitely reject the proposal oj 
Federal within 30 days from Dec. 15.” 
He said Federal has not charged that 
the time consumed by the bureau s0 
far in considering the deductible pro- 
posal was unnecessary, “but there 
comes a time when failure by the rating 
association to take positive action in 
this matter can preperly be considered 
a rejection of the proposal.” 
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I, L. Magenheimer 
s Elevated by 
North British 


John L. Magenheimer has been ap- 
sointed assistant United States manager 
‘of North British 
and Ocean Marine, 
and has been elect- 
ed vice-president of 


Pennsylvania Fire, 
Mercantile, C om- 
monwealth, and 
Homeland. 

Mr. Magenheim- 
er joined North 


British in 1923 and 
progressed through 
the ranks to super- 
visor in the central 
department. Sub- 
sequently, he was 
appointed special 
agent in Cleveland, becoming state 
agent in 1942. He was recalled to the 
jhome office in 1946 as secretary in 
charge of the western department. In 
1948 he was assigned administrative 
duties in the executive department. 





J. L. Magenheimer 





Upholds Wenatchee Regrading 


Commissioner Sullivan 
ton, after complaint by officials of 
Wenatchee, has upheld the National 
Board regrading of the city from class 4 
to class 5. He ordered a resurvey ot 
the city be made next May. 


of Washing- 








Snapped at N.A.I.C. meeting by Harry H. 
Fuller, of Zurich: 

Above: Sterling Alexander, Iowa com- 
missioner; John A. Lloyd, vice-president 
of Union Central Life, and Donald Dickey, 


Oklahoma commissioner. 


Below: David Soule, Maine commis- 
| sioner; Donald Knowlton, New Hamp- 
shire commissioner and Elmer Rupp, 


veteran Los Angeles insurance news cor- 
respondent. 





NOTICE TO SUBSCRIBERS 


When changing your address, please advise 
your postmaster and the National Under- 
writer four weeks in advance, furnishing 
both your old address (printed label on 
cover) and your new address in order that 
copies of the National Underwriter may 
continue to reach you without delay. This 
Notification may be made by letter or post 
office card Forms 22 and 22S respectively, 
which your postmaster will supply upon 
request. 


THE NATIONAL UNDERWRITER 


Circulation Department 
420 E. Fourth Street, Cincinnati 2, Ohio 
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Overflow Attendance at 
Wichita Christmas Party 


Wichita Assn. of Insurance Agents 
had an overflow attendance at its Christ- 
mas party. Among the guests were 
many company men from out of town 
as_ well as Wichita. As usual public 
officials, county, school and chamber of 
commerce executives were included. 
Rev. James B. Kenna of the Methodist 
Church at Kansas City was the speaker. 

John Kelly, head of Wheeler, Kelly, 
Hagny insurance department, was 
awarded the Victor G. Henry achieve- 
ment cup, given each year to the mem- 
ber who has contributed most to the 
advancement of the association. 

Garnet Mason of Beezley, Outland & 
Foote has been named vice-president of 
the Wichita association to succeed Pres- 
ton Bacon, who has become a partner 
in an agency at Newton. 


Lancaster Agents Elect 


Lancaster (Pa.) Assn. of Insurance 
Agents has elected John W. Butts presi- 
dent; Robert B. Myers and Newell Eck- 
man, vice-presidents; Samuel Y. Wissler, 
secretary; Lawrence N. Boyd, treasurer. 


1950 Fire Loss Up 3.6%; 


Losses by Years Compared 


The record fire loss of $55,790,000 for 
November, as reported by National 
Board, brought the 11-month total 3.6% 
above the same period of 1949, but was 
materially below the corresponding fig- 
ure for 1948. 

Losses by months for 1950 and the 
two preceding years were: 












1950 1949 1948 

$ 
Jan. ... 58,823,000 63,010,000 
Feb. ... 58,340,000 71,521,000 
March.. 72,468,000 74 5,000 
April 61,605,000 63,751,000 











May ... 58,765,000 59,256,000 
June .. 57,116,000 43,706,000 
July ... 52,980,000 50,955,000 
Aug. ... 49,878,000 15 49,543,000 
Sept. 45,922,000 49,678,000 49,945,000 
Oct. 3,000 48,914,000 51,845,000 
Nov. 00 53,116,000 52,949,000 
Totals .621,640,000 599,957,000 630,717,000 


Cats Meow to Elect 


New of the St. Louis court 
of Cats Meow will be elected in con- 
junction with its New Year celebra- 
tion. Dario V. Carbone of American- 
Associated is the present most wise and 
powerful meow. 


officers 


Parker Pittsburgh 


Day Chairman; 
Date Is Changed 


Jet Parker has been made chairman 
Pittsburgh 


of the 25th observance of 
Insurance Day, 
sponsored by In- 
surance Club of 
Pittsburgh, which 
will be held at 


Hotel William 
Penn Feb. 27. He 
is resident vice- 


president of Ameri- 
can-Associated at 
Pittsburgh and 
vice-president of 
the club. Charles 
H. Kahrs of Lon- 
don Assurance is 
club president. 

The date for the 
observance was originally announced as 
Feb. 26 but it was changed to Feb. 27 
in deference to Insurance Society of 
New York, which is to climax its 50th 
anniversary celebration with a luncheon 
Feb. 26. 





Jet Parker 





Good Wl ee Know 2 











PEOPLE KNOW 
THE INSURANCE AGENT! 


But do People Know Why 
the Insurance Agent 


is a Good Man to Know? 


safety and protection, the man whose knowledge 


and foresight is essential to the well-being of your 


community? The man who represents the honored 


and time-tried system of protecting people from 


disaster which we call “security, American-style”? 


People may know the agent very well as an 


individual but they need to know more about him 
as an insurance agent! 


They need to be told what the agent does to 


Of course, the insurance agent is “a good man to 


know’! But—do people know you're a good man 


to know? 


The answer is “Sure—everybody knows me. I 


see to it that they do!” . . But maybe they know 


you primarily as a good individual, as a good citi- 


zen, as a civic leader, as president of your service 


club, as a valuable man who would do well at 


anything. 


Shouldn’t they know you as the local insur- 
ance agent? The indispensable representative of 


OHIO 


In Sur 


Chartered 1848 


FARMERS 


make him “a good man to know”. 





Ohio Farmers 


ince Company 
LeRoy, Ohio 


INDEMNITY COMPANY 


x THE INSURANCE AGENT 1S A GOOD MAN TO KNOW 
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N. Y. Gives Green Light “ Escott Plan 


(CONTINUED FROM PAGE 1) 





that has considerable precedent in prop- 
erty and liability insurance—automobile 
physical damage where the _ breaking 
point is five vehicles, or experience rat- 
ing in burglary where it 10 or more 
locations, etc. Also, the typical premium 
on risks of this type substantially 
larger. In one group of 600 risks it was 
$7,600 per account. The great bulk of 
eligible accounts would wrobat a pre- 
mium of around $1,000. 


1s 


is 


Distinguished from Usual Coverage 


In addition there are differences in 
coverage and in requirements on in- 
sured which distinguish the business 
from the usual fire coverage, Mr. 
3ohlinger continues. It is excess over 
specific. Form one is reporting and 
requires verifiable monthly reports. In- 
sured must specify a limit of liability 


for each location instead of its applying 


blanket 


in an over-all limit for the 
entire policy. He can insure contents 
only where as some types of specific 


permit combination of building and con- 
tents coverage under a blanket arrange- 
ment. Insured widely fluctuating 
inventories or changing lo- 
cations. 

Another argument of appellants was 
that the business does not fall into any 
particular class or group of classes 
under the National Board’s statistical 
plan, hence it is improper to treat such 
risks separately for rating purposes. To 


has 


constantly 


this Mr. Bohlinger replies that existence 
of a statistical plan should never be 
permitted to limit future changes in 
actual business methods. The plan 
should be modified to reflect such 
changes. This contention carried to its 
logical conclusion would convert the 
National Board’s statistical plan from 


a servant to the master of the fire in- 
surance business and prevent any devel- 
opments in fire insurance rate making 
or coverage not recognized in advance 
by the statistical plan. 

Much was made by appellants of the 
fact that because of eligibility standards 
the plan discriminates between eligible 
and ineligible risks and as between dif- 
ferent eligible risks. One reason for 
this, appellants argued, is because it is 
optional, permitting insured to use the 
plan as long as his individual experience 
and the class experience produce a dis- 
count and then insure under other 
coverages to avoid a surcharge when 
experience is unfavorable. 

Here Mr. Bohlinger argues that there 
is no intention to produce a balanced 
plan in which the total premiums ap- 
proximate tariff premiums—this would 
produce premiums excessive in the aggre- 
gate. Also to secure the advantages 
of the coverages insured must come 
under the plan, he must live with the 
experience. Once under the plan he 
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KEMPNER CLAIMS SERVICE 


— ROCKY MOUNTAIN STATES — 
INSURANCE ADJUSTERS 
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1068 Gas & Electric Bldg., Denver, Colorado 
Telephone Tabor 5736 
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DIST. of COLUMBIA 


LYNCH ADJUSTMENT CO. 
Home Office— 

Springfield, Illinois 

Illinois Branch Offices 


Alton — Centralia — Champaign 
— Decatur — East St. Louis — 
Marion — Mt. Carmel — Peoria 











INSURANCE CLAIM SERVICE 


ADJUSTERS FOR THE COMPANIES 
LEO C. KINNEY, Manager 
1009 Berr Building (6), Washington, D. C. 


Day Phone — STerling 5484 
Night Phone — ORdway 2527 


INDIANA 








FLORIDA 


DUNCAN & SWAIN 
‘Third and Main Bidg., Evansville 8, Indiana 
General Insurance Adjusters Operating le 
Southern Indiana 
Southern Illinois 
Western Kentucky 
Northwestern Tennesses 
: ‘om Southeastern Missouri 
Branch office: 4282 Broadway, Paducah, Ky. 














THOMAS M. McELVEEN COMPANY 


Adjusters — All Lines 
1@ N. E. 3rd Ave., Miami, Florida 
Offices 
Fort Myers, Florida Havana, Cuba 
Lakeland, Florida W. Palm Beach, Florida 





INSURANCE CLAIM SERVICE 
Chanticleer Building, 24 North éth Street 
Terre Haute, Indiana 
Phone Crawford 8288 
22 years experience, operating in eastern 
Illinois and western Indiana. 

Legal personnel, all types of claims and losses. 





MICHIGAN 





MIAMI 
RAYMOND N. POSTON 
Adjusters all lines 
4@2 Congress Bldg., Telephone 9-6449 
KEY WEST BRANCH OFFICE 


416 Fleming Street Phone is8 
The Only Adjusters Office South of Miami 





ILLINOIS 


Rebert M. Hill, Pres. E. B. Bystrom, Vice-Pree. 


The Robert M. Hill Co., Ine. 


INSURANCE ADJUSTERS 
1388 Penobscot Bidg., Detroit 28, Michigan 
Woodward 5-0050 














Adjusters All Lines 


E. S. GARD & CO. 


Chicagoland Claims—Since 1920 
175 W. Jackson Blvd. WAbash 2-8880-1 


MICHIGAN ADJUSTMENT BUREAU, INC. 
206 N. Capitol Ave., LANSING 7 


Phone 21687-8 
A. H. Kiebler, Manager 

















JAMES J. HERMANN CO. 


175 W. Jackson Bivd. 
Chicago, IIlinois 
All Lines Casualty, Aste, 
Inland Marine 
Tel. HArrison 7-9381 
Aurora, Kaneville 4891 
Joliet 3-6704—Elgin 860M 





THOS. J. KELLY JOS. R. BOSE 


THOMAS J. KELLY COMPANY 
Room 511, Sill Building 
FLINT 3, MICHIGAN 
FIRE — MARINE — AUTOMOBILE 


a COVERING GENESEE 
9.5849 & ADJACENT COUNTIES 








NEVADA 


WAGNER, AND GLIDDEN, INC. 


NEW YORK 
TOPLIS AND HARDING, INC. 


Insurance Adjustments 


All Lines 
Chieage Bostes New Yert 
Los Angeles Detroit 

















R. BALL, INC. 


Fire — Inland Marine — 
Allied Lines 
1203 Citizens Building 
Cleveland 14, Ohio 
Phone: SUperior 1-7858 











D. J. SCOTT 


INDEPENDENT ADJUSTER FOR INSUR- 
ANCE COMPANIES—FIRE—WINDSTORM 
— AUTOMOBILE — INLAND MARINE — 
CARGO — AIRCRAFT 
382 Home Savings & Loan Building 
Youngstown, Ohio 
Phones Off. 7-4384 — Night 2-644 
27 Years Experience 
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Insurance Adjustments 
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205 Great Lakes Life Bldg., Cleveland 14, O. 
Phones Off. Su. 1-2666 — Res. Fa. 1-9442 
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C. R. WACKENHUTH AND SON 


ADJUSTERS FOR THE COMPANIES 
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S87 Orpheum Building, Tulsa, Oklahoma 
Phenes 2-5460 4-3858 
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Phone HArrison 17-3230 
THOMAS T. NORTH, INC. 
ADJUSTMENT COMPANY 


Adjusters All Lines 
178 W. Jackson Blvd., Chicago 4 








R. L. GRESHAM & CO. 
Insurance Adjusters 
Arthur W. McKnight. ‘Tes Loss Mgr. 
Business 4733 —, 2117 M 
410 EAST CARSON LAS VEGAS, NEVADA 











Middle Tennessee Adjustment Co. 
Jee P. Moss, E. H. Reeves and Associates 
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oaemey ae — NASHVILLE 
MILE RADIUS 
Legal SS yin Trained Adjusters 


208-213 Melrose Bldg. Phone 8-3332 
NASHVILLE 
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no choice or advantage as to 
If he wishes to avoid the experience 
he must give up the coverage. Many 
insured do not want the cov erage under 
forms one and five. Obviously it won} 
be unfair to compel them to use them, 
The evidence showed that by varying 
locations covered, perils covered, the 
rating base chosen and other elements 
experience credits should be enlarged 
and surcharges minimized. This mage 
possible two apparently identical retajj 
establishments receiving widely differing 
rates for substantially identical cov erage, 
But Mr. Bohlinger believes use of simi- 
lar options in the fields of fire insurance 
not so unreasonable that their trials 
should be forbidden by the department 
It was stoutly argued by appellants 
that individual account experience leads 


has Tate, 


is 





to arbitrary discounts and _ surcharges, 
that in fire insurance loss frequency js 
low but the amount may be very large 
Mr. Bohlinger opines that individual 
account experience, as limited under the 
plan, is not improper or impracticable 
in fire insurance. If there are abuses 
under the plan such as manipulation 
of number of locations included in coy- 
erage, etc., N.Y.F.I.R.O. and the de 
partment can see to it that the plan 
is fairly and equitably applied. 


Argument on Procedure 


There was considerable argument on 
procedure at the hearing. Appellants con- 
tended a hearing should have been held 
prior to Aug. 31, 1949, when the filing 
of N.Y.F.I.R.O. of the Escott plan was 
accepted by the department. They also 
argued that there should have been a 
stay of the effective date of that filing 
when the hearing was initiated. Mr. 
Bohlinger concludes that in the process 
of accepting or rejecting a proposed 
filing the New York statute does not 
require a hearing prior to action by the 
superintendent. The superintendent is 
permitted to exercise discretion. He 
points out that detailed provisions con- 
cerning the government and operation 
of rating organizations are contained in 
section 181 of the insurance law. Though 
the law does not cover the point spe- 
cifically, such rating organizations are 
customarily governed by majority vote 
of their members or their representa- 
tives. Minorities are protected through 
right of appeal. He adds that even if 
the superintendent had implied power to 
grant a stay in a minority appeal, the 
exercise of such power would be dis- 
cretionary. He opines that the law was 
met by the manner in which the de- 
partment acted. He notes that appel- 
lants did not propose an interim alter- 
native for rating forms one and five. 

One move by appellants was to try 
to disqualify Robert E. Dineen, then 
superintendent, on grounds he_ had 
prejudiced the matter. This motion Mr. 
Bohlinger denies, pointing out Mr. 
Dineen did not participate in the hear- 
ing or in the decision. 

Mr. Bohlinger states that the depart- 





ment has been trying to obtain more 
reliable data concerning expenses at- 
tributable to multiple location business. 
It was unable prior to the hearing to 
make arrangements for cooperative 
gathering of this data and had to em- 
bark on a unilateral study of its own, 
the results of which were not available 
at the hearing. If more reliable data 
becomes available, N.Y.F.I.R.O. should 
initiate any necessary changes indicated 
by the newer information. 


GRANT APPROVAL IN ILLINOIS 


In granting approval of the Escott 
plan in Illinois, Director J. Edward Day 
commented that “competition is the 
impetus for this plan; traditionalism is 
the force opposing it.” ; 

In casualty lines experience rating 
has long been accepted and no adequate 


HINE'S INSURANCE COUNSEL 


Since 1908 . . The Original Insuronce 
c sae * bam List List 
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Hines Legal Directory, inc. First Nat'l Bank Bldg 
Edw. E. Collins, Editor CHICAGO 3 









XUM 


Decemb 


reason | 
when | 
added. 
The « 
possible 
parable 
under 1 
for aute 
event, t 
of thes 
not in 
underw! 
way to 
without 
it a triad 
preferal 
process 
stands 
The | 
a specis 
Day m 
from a 
is no i 
depende 
not be 


Gray 


|Oil A 


Clare 
at Los 
is retir 
by Joh 
special 

Mr. 
tion in 
Louisia 
fornia 
with \ 
joined 
1939. 
charge 

R. B 
in chat 
the ass 
south w 
air cor 

In a 
the as: 
Thors« 


W. He 


: 


Bern 
consin 
been a 
the che 





Casual 
Leslie, 
Casual 
conven 
membe 
surance 


——_—— 


Coa 








ber 28, 19 $December 28, 1950 


as to rate 
experience 
rage. Many 
erage unde 
sly it woul 
> use them, 
by varying 
overed, the 
or elements, 
e enlarge) 
This made 
ntical retail 
ely differing 
al coverage. 
use of simi- 
‘e insurance 
their trials 
department 
appellants 
rience leads 
surcharges, 
requency js 
very large 

individual 
1 under the 
ipracticable 
are abuses 
anipulation 
ded in coy- 
id the de- 
t the plan 
- a. 


gument on 
ellants con- 
- been held 
1 the filing 
t plan was 
They also 
ve been a 
that filing 
lated. Mr. 
he process 
proposed 
does not 
ion by the 
tendent is 
ction. He 
sions con- 
operation 
ntained in 
w. Though 
point spe- 
ations are 
ority vote 
‘epresenta- 
d through 
at even if 
| power to 
ppeal, the | 
id be dis- 
e law was 
h the de- 
lat appel- 
rim alter- 
id five. 
‘as to try 
een, then 
he had 
iotion Mr. 
out Mr. 
the hear- 


ie depart- 





‘ 











‘ain more 
enses at- , 
business. 
earing to 
operative 
d to em- 
its own, 
available 
able data 
). should 
indicated 


‘LINOIS | 
e Escott 
vard Day 
1 is the 
nalism is 


‘e rating 
adequate 





| Bank Bidg 
AGO 3 





XUM 


| members of the Defense Department in- 


HeNATIONAL UNDERWRITER 








reason appears why it is per se wrong 
when applied to fire insurance, he 
added. 

The opponents of the plan emphasize 
possible inequalities and abuses. Com- 
parable extreme cases could be imagined 
under familiar rules for “fleet rating” 
for automobiles, Mr. Day said. In any 
event, the proponents insist that many 
of these conceivable injustices would 
not in fact occur because of normal 
underwriting precautions. “The _ best 
way to find out if the plan will work 
without substantial injustice is to give 
it a trial in actual operation.” It seems 
preferable to expedite the maturing 
process by approval of the plan as it 
stands without further delay, he added. 

The plan has been attacked as giving 
a special advantage to chain stores, Mr. 
Day noted, but said this attack comes 
from a group of fire companies. There 
is no indication in the record that in- 
dependent retailers or others who would 
not be benefited are objecting. 


Gray Succeeds Kibler as 
Oil Assn.’s L. A. Manager 


Clarence R. Kibler, resident manager 
at Los Angeles for Oil Insurance Assn., 
is retiring Jan. 1 and will be succeeded 
by John R. Gray. Mr. Gray has been 
special representative at Tulsa. 

Mr. Kibler started with the associa- 
tion in 1921 in Texas. Later he traveled 
Louisiana and Arkansas, going to Cali- 
fornia in 1929. Mr. Gray, formerly 
with Western Sprinklered Risk Assn., 
joined Oil association at Los Angeles in | 
1939. He went to Tulsa following dis- | 
charge from the navy air force. 

R. Blinn McClelland has been placed | 
in charge at Tulsa. He has been with 
the association since 1947, traveling the 


southwestern states. He is an army 
air corps veteran. | 

In a move to increase its field staff | 
the association has appointed Paul E. | 


Thorson to the Chicago field and Elmer 
W. Holan to the Dallas field. 





Bernard Ziegler, local agent at Wis- 
consin Rapids, Wis., for 3 years, has 
been appointed executive secretary of 


the chamber of commerce there. 











Col. Reese F. Hill, president of Carolina 
Casualty of Burlington, N. C., and William 
Leslie, manager of National Bureau of 
Casualty Underwriters, at Los Angeles 
convention of N.A.I.C. They are both 


surance advisory committee. 





Coats & Burchard Company 


Appraisers 


For correct coverage 
and proof of loss 





Chicago , New York 
Dene 6 Nashville 
, ©) Dallas 
Cleveland > ‘s Burlington 
Indianapolis “OED N. C, 


The Pioneer Organization 











NEWS OF FIELD MEN 





North British Has Field 
Changes in Md., Pa., N.J. 


Leon B. Temple, who has been spe- 
cial agent in Maryland, Delaware and 
District of Columbia for North British 
and has been with the organization for 
51 years, is retiring. 

Paul J. Mayer, 


J who for several 
months been 


has associated with Mr. 
Temple, will succeed him. Mr. Mayer 
has been in the home office and the 
field with North British for 18 years. 

In Pennsylvania, North British has 
appointed William R. Bird, as special 
agent associated with G. Warren Feller, 
state agent, with headquarters at Pitts- 
burgh. Mr. Bird will cover the central 
and western part of the state. He has 


been in the home office for several 
years. 
Russell A. Hall has been advanced 


from inspector to special agent in New 
Jersey with headquarters at Newark. 


Set Up New Texas Field 


Fireman’s Fund has established a new 
central 


territory designated as west 
Texas. Jim J. Wilson has been named 
special agent in charge with head- 


quarters in the Alexander building, 
Abilene. 
Mr. Wilson for the past two years 


has been traveling southeast Texas for 
Fireman’s Fund with headquarters at 
Houston. 


Roth Joins Canadian Fire 
Canadian Fire and Canadian _ In- 
demity have appointed Henry M. Roth 
special agent in the San Joaquin Valley 
with headquarters at Fresno, Cal. He 
succeeds Jack A. Bridges, who resigned 
to go with the J. B. Coit agency at 
Bakersfield. Mr. Roth has been special 
agent in that territory for New Hamp- 


shire Fire. 
Harold R. Baldock has been named 
chief automobile underwriter for the 


companies at San Francisco. 


Ore. Assn. Slates Lawrence 


Drew P. Lawrence, Great American, 


has been nominated for president of 
Oregon Fire Underwriters Assn., the 
annual meeting and election to take 


place Jan. 5 at Portland 7 
Other nominees are Ralph Swan, 5e- 
curity of New Haven, vice-president; 


9 


Raymond Knapp, Phoenix-Connecticut, 
secretary and A, G. Fraser, Fire Associ- 
ation, treasurer. 


Garlich Retiring, Glens Falls 
Names Two in Missouri 

E. M. Garlich, special agent in Mis- 
souri and St. Louis for Glens Falls for 
under the 


28 years, is retiring com- 
pany’s pension plan. 

Frank J. Weber has taken over the 
duties of Mr. Garlich in St. Louis and 
St. Louis county. He has served as a 


rating engineer for six years at Chicago 
and for the past year has been in charge 
of Missouri except St. Louis. 


The remainder of the state will be 
under the supervision of Max L. Myrick, 
special agent, who has for the past 
year been associated with Mr. Weber 
in the servicing of agents outside of 
St. Louis county. Mr. Myrick was a 


rating engineer prior to joining Glens 
Falls as special agent. 





Kans. Pond Mid-Year Jan. 17 


The Kansas Blue Goose will hold its 
mid-year meeting Jan. 17 at Topeka. 
A cocktail hour and dinner will follow 
the business i Ken Stoike, Na- 


tional, is entertainment chairman. 


session. 





How will the | 


storekeeper get 
out of this mess? 





Can he shove the responsibility onto the munici- 
pality? After all, the man was walking along on 


a public sidewalk. 


Say “yes” and 9 times out of 10 YOU’D BE 
WRONG! Why? Because probably even the 
storekeeper is unaware of the fact that he has 
assumed the municipality’s liability under a 
“hold harmless” agreement and that he, and he 
alone, is responsible for the damage the sign 
has done. That was a condition he agreed to 
when he got the permit to put up the sign. 

How can a storekeeper know that “premises 
hazards” won’t give him protection for assumed 
liability? Do you know why he needs the SURE 
general protection of the Storekeeper’s Liability 


policy? 











© You'll find it a cinch to sell the fellow who has more than signs to worry about—if you get 
the sales pointers available from our Advertising Department. 









CASUALTY - FIRE - MARINE 


ROYAL-LIVERPOOL & 


150 WILLIAM ST., NEW YORK 8, N. Y. 
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THE LIVERPOOL & LONDON & GLOBE INSURANCE CO. LIMITED + 
COMPANY + STAR INSURANCE COMPANY OF AMERICA - THAMES & MERSEY MARINE 
INSURANCE COMPANY, LTD. + VIRGINIA FIRE & MARINE INSURANCE COMPANY 


ROYAL INSURANCE COMPANY, LIMITED - ROYAL INDEMNITY COMPANY - AMERICAN & 
FOREIGN INSURANCE COMPANY + THE BRITISH & FOREIGN MARINE INSURANCE CO., 
LTD. » NEWARK INSURANCE COMPANY + QUEEN INSURANCE COMPANY OF AMERICA 
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COMMENT 





Another Career Man Chosen 


J. R. Maloney, the new California 
insurance commissioner, is the third, 
or it might be said, actually the fourth, 
imsurance department career man, to 
be named insurance commissioner within 
recent months. The others who are 
definitely insurance department career 


Walter A 


John R. 


Robinson of Ohio 
Wisconsin. A. J. 
York 


although he 


men are 
Lange 


New 


such 


and 


Bohlinger of doesn’t classify 


strictly has been 


as 


a career man in government service, 


New 


lor 


and he had been a York insurance 
when 


-: 


men- 


department deputy some time 


he was selected to succeed 


be 


a career 


again, it could 


D. 


has been appointed acting 


Then 
tioned that A 
in Vermont, 


Dineen. 


Pingree, man 


commissioner in his state. 


his type of appointment may very 
well be symptomatic of a significant 
trend. It may mean that the governors 
of the states are becoming more and 
more cognizant of the place that in- 
surance occupies in the economy and 
the new skill that is called for in the 
supervision of insurance as a result of 
developments during the past six years 
If so, that is all to, the good. This is 


Tax Reductions Ordered 


BELLEVILLE, ILL. More than 
100 fire companies operating in St. Clair 
county will get reductions on their 1946 
and 1947 county property taxes as the 
result of a decision by Circuit Judge 
Bareis here. 

Judge Bareis ruled that the compa- 
nies had been illegally overassessed, 





<r" 


office that should be just 


as completely removed from the idea of 


a political 


a plum as possible. 


An immense amount of harm can 
be done to the public and to the in- 
surance structure by left-handed insur- 
ance supervision, particularly in major 
states. In the old days when super- 
vision was more sketchy and did not 
have such an extensive vital impact on 
the business and on the public, we 
could afford the luxury here and there 
of a political good fellow as insurance 
commissioner and the appointment of 
even a few clowns and worse, to these 
jobs was not fatal. However, there is 
so much now at stake in the way of 
the welfare of the individual policy- 


holder, of the insurance companies and 
all their servants, and the state system 
of supervision that our insurance de- 
partments must be in the hands of in- 
telligent, informed and honorable men. 
The fact that the governors of these 
important states in the past few months 
have dipped into the reservoir of career 
men to fill these positions is, we think, 
heartening and reassuring to all con- 
cerned. 

- 

since the alleged assessments placed 
against them for the two years in ques- 


tion amounted to 130% of the real value 
of their property in the county. 

He directed that the county’s 
ment base be reduced from its original 
40% to 29%. The assessment base fig- 
ures are multiplied by an arbitrary fac- 
tor depending upon the type of property 
involved. 


assess- 





Harry H. Fuller of Zurich caused merriment at Los Angeles during the commissioners 
convention by getting some of the dignitaries to pose behind placards that were used 
to identify rooms in which various sessions were to be held. 

C. A. Laughin, general counsel of Home, and Hugh Harbison, attorney of Travelers, 


December 28, 


PERSONAL SIDE OF THE BUSINESS 





James E. Foster, former president of 
National American Fire of Omaha, has 
been confined to St. Joseph’s hospital 
there for the past 11 weeks. 

Edward Roche Hardy prize for 
has been awarded to Wendell 
manager of Oregon Mutual Fire 
in Idaho and Utah. The prize goes to 
the most distinguished graduate of In- 
surance Institute of America. Mr. Holst 
has been manager since 1950, with head- 
quarters at Salt Lake City. 

Lyle D. Thornhill of Richmond, 
claims manager for American Bankers 
Life & Casualty, and Miss Evelyn Crook 


The 
1950 


Holst, 


were married at North Wilkesboro, 
| ae es 

John R. Cooney, president of the 
Loyalty group, has been elected a di- 
rector of L. Bamberger & Co., large 
Newark department store. 

Ogden Davidson, retiring U. 5. man- 
ager of Accident & Casualty, is com- 
pleting construction of a new home at 
Clearwater, Fla., and he and Mrs. David- 
son will move there Jan. 15. The 
Davidsons have a number of friends at 


Clearwater. 

James I. Egy of Topeka, 
Hussey state agent for eastern Kansas, 
reported improving from a heart at- 
tack which kept him confined in Stor- 
mont Hospital for several weeks. He 
was able to return home for Christmas. 


Hussey & 


is 


Don Christenson, superintendent of 
the audit anger ge of Kansas Inspec- 
tion Bureau, who was confined to St. 
Francis Hosj ‘tal, Topeka, for several 
weeks following a hip operation, is 
greatly improved and able to spend 
part time at his desk 

Fred H. Doenges, vice-president Fi- 


delity & Deposit, was reelected treasurer 
of St. Louis Chamber of Commerce at 
its annual meeting. Charles §. Drew, a 
partner in W. H. Markham & Co., was 
named on the executive committee. 


Thomas R. Young, partner of Field & 


DEFINITION AND 
INTERPRETATION | 


are holding a “plenary session”; 


Cowles, Boston, marine managers an 
New England for North America, was 
guest of honor at a dinner marking his 
60th anniversary of association with 
the company. The host was John A 
Diemand, president of North America, 
and besides the partners a large number 
of head officials attended. 

Mr. Young started in the marine de- 
partment of North America in 1890 be- 
fore joining Field & Cowles who have 
represented the company since 1867. 

M. G. Volz, insurance department 
vice-president of First Trust Company 
of Lincoln, Neb., recently celebrated 
his 25th anniversary with that firm and 
received gifts from the agency and from 
one of the companies it represents. Mr 
Volz has been prominent as a football 
official in the Big Seven Conference, 
and has officiated at several of the All- 
Star and Sugar Bowl games. 

Frank J. Sullivan of Butte, 
manager of Montana Rating Bureau, 
is completing 35 years with Pacific 
or Montana Fire Rating Bureau and 
Pacific Board. This period was _ inter- 
rupted only by a hitch in the navy 
during the first war. As a lobbyist in 
the Montana legislature, it was since 
1921 that he has represented National 
3oard and the Pacific organizations 
all regular and special sessions 


Fred D. Sauter of the Fred J. 


assistant 


in 


Sauter 


general agency of Chic: ago was elected 
president of Princeton Club of Chicago 
at the annual luncheon meeting at 
which Charlie Caldwell, the Princeton 
football coach, was _ featured Mr. 
Sauter brought down the house, when 
in introducing Caldwell, he said this 
“would be like introducing the P resident 
of the United States, if we had one.” 


Mr. Sauter was captain of the Princeton 
basketball team in 1937. 


Cosgrove & Co., San Francisco, has 
opened an office in Vancouver to handle 
its Canadian business. 





| COMMITTEE 


John F. Sullivan, vice-president of Frank Burns, Ine, 


of Seattle, the reinsurance organization, displays an appropriate label; John J. Holmes, 


Montana commissioner, is pleased with his sign, while C. E. 


(“Tiny”) "Hasting of Dallas 


who engages in company reinsurance work takes a somewhat dimmer view of his pose. 
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‘December 28, 1950 


__DEATHS 





JAMES M. SEXTON, 30, 
vice-president and Milwaukee manager 
of Employers Mutual of Wausau, died 
at a Milwaukee hospital after a long 
illness. A graduate of Northwestern 
and Wisconsin universities, Mr. Sexton 
taught school and was a pharmacist be- 
fore becoming assistant state fire mar- 
shal of Wisconsin in 1912. Later he 
ioined Great Northern Life at Wausau 
and then Employers Mutual Liability in 
Wisconsin. In 1919 he became sales 


resident 











KEEP ABREAST 
of COMPETITION! 


YOU CAN INCREASE YOUR REVENUE 
by insuring FOREIGN RISKS 


YOU ARE NOT FULLY IN THE KNOW UNTII 
acquainted with the WORLDWIDE INSUR- 
ANCE FACILITIES obtainable through A.1.U. 
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manager in Minnesota when Employers 
Mutual entered that field, in 1925 was 
made Milwaukee manager and in 1937 
resident vice-president. He was the first 
president of the Employers Mutual 
Quarter Century Club. 

MATTHEW J. BRODERICK, 33, 


president of Eureka Casualty, died at 
Philadelphia after an illness of six 
months. After graduating from Du- 


quesne University, he went into the in- 
surance business at Philadelphia in 1926. 
He also headed a storage company. 

CLAUDE W. FAIRCHILD, 


served as Colorado commissioner 


who 
from 


1917 to 1920, and was president of Na- 
tional Convention of Insurance Com- 
missioners in 1918, and who retired 











CLAUDE W. 


FAIRCHILD 

Assn. 

died 
had 


in 1944 as general manager of 
of Casualty & Surety Executives, 
last Saturday at San Diego. He 
been at Los Angeles just a few days 
prior to that, fraternizing with many 
old friends during the convention of 
National Assn. of Insurance Commis- 
sioners there. At that time his health 
appeared to be good and he was cor- 
dially greeted on all sides. 

Mr. Fairchild was a native of Ken- 
tucky and moved to Colorado in his 
youth, and for several years was a 
rancher. In 1913 he was named secre- 
tary to Governor Ammons of Colorado. 
The next year he was appointed to the 
state utilities commission. After leav- 
ing office as Colorado commissioner, 
he was president for a time of a life 
insurance company at Denver. 

He went with Assn. of Casualty & 
Surety Executives in 1926 at the time 
that F. Robertson Jones was named 
manager. He became assistant general 
manager in 1929. He was skillful in 
handling legislative matters and _ had 
the confidence of insurance people and 
those in public life. He succeeded Mr. 
Jones as general manager of the asso- 
ciation in 1937 and continued in that 
position until his retirement in 1944. 

BYRON YAKEY, 67, Wisconsin 
state agent for Inter-Ocean, died at a 
Milwaukee hospital. He was one of the 
old-timers in the A.&H. business. He 
was for many years president of Income 
Ins. Co. of Milwaukee, which was re- 
insured by Inter-Ocean in 1933, and 
earlier had been with Time of Milwau- 
kee, Central Casualty and Chippewa 
Valley Casualty, which was taken over 
by Income. 


PHILIP H. McKINLEY, SR., 44, 


vice-president of American States, died 
at Methodist hospital, Indianapolis. He 
had been vice-president for 14 years, 
first at Kansas City, and since 1944, 
at Indianapolis. 

GEORGE F. COWEE, 79, retired 
vice-president of National Fire, died 
Christmas day at his home in West 


Hartford following a long illness. He 


began his career in Boston at 18 with 
Scull & Field, now Field & Cowles, 
leaving there in 1910 to join National 


(CONTINUED ON PAGE 18) 








HIGHLIGHTS In Insurance 


FIREMARKS...In the 
early days of fire in- 
surance, each insured 
was given a metal or 
wooden plaque with 
the insurance com- 
pany’s seal thereon to 
be nailed in a conspicu- 
ous spot on the front of 
his building to show 
that the house was in- 
sured. Each fire insur- 
ance company had its 
own fire department 
and when several of 
these brigades would 
arrive at the scene of a 
fire, the brigade whose 
company’s sign was on 
the property would try 
to save what had not as 
yet burned. The other 
brigades would stand 
around and watch! 


The National Union 
and Birmingham Fire 
Insurance:Companies 
stress the need of fire 
preventive measures, 
but should aloss occur, 
they are noted for their 
prompt and just settle- 
ment of claims. 
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este sr ™ 
» 
° Standard f. 
Wom 
¢ _ 


PENNSYLVANIA 


“ay vase™ 











1910 


1950 


FORTY YEARS 


of factual appraisal service to 
America's more conservative business institutions 








IMPARTIAL VALUATIONS 
of 
INDUSTRIAL and COMMERCIAL 
PROPERTY 
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This is one of a series of advertisements appearing regularly in 
leading newspapers throughout the country. 























Things every Insurance Buyer should know—WNo. 42 


What to do 


.»» AND BEFORE IT! 























The National Safety Council recently estimated that there will be 
at least 35,000 traffic deaths in the United States in 1950. But that’s | 
only part of the story. There will probably be at least 1,200,000 
non-faial accidents this year from which serious bodily injuries and 


property damage will result. 


No matter how carefully you drive, the reckless driving of some- 
one else may involve you in one of these accidents. If this happens, 


here are a few vital do’s and don'ts. Read them! Remember them! 


Da—call a doctor or ambulance immediately if any- 
one is injured—and the police, if you think it necessary. 


Do—set (a) names and addresses of driver and passen- 
gers of the other car involved (b) the car’s registration 


number (c) names and addresses of all witnesses. 


Do—report the accident without delay to your insur- 


ance agent or broker—or to your insurance company. 


Dou f—say a word about who was at fault. Impulsive 
talk on the spot can boomerang legally. Give only infor- 
mation the authorities require. 
Drive carefully —W atch out for reckless drivers — Keep your insur- 
ance identification card with you at all times. And drive with the 
comforting knowledge that you carry enough insurance. If you | 
have the slightest doubt on that score, call your agent or broker. 
It’s his job to select the right insurance companies and policies 


to protect you financially. t's your job to protect yourself on the road. 


THE ATLANTIC COMPANIES 


ATLANTIC MUTUAL INSURANCE COMPANY 
CENTENNIAL INSURANCE COMPANY 


Home Office: 49 Wall Street, New York 


Dallas 
New Haven 


Detroit } 
Oakland | 
Seattle + Syracuse 


Cleveland 
Newark 
* St. Louis - 


Baltimore Boston Chicago Cincinnati 


Grand Rapids 
Philadelphia - 


Houston Los Angeles 


Pittsburgh + Portland San Francisco - 


Marine, Fire, Inland Transportation, Yacht, Property Floaters, Automobile and Casualty Insurance 

















Steady Growth Since 1897 


Dependable protection, substantial mutual dividends, and friendly 
agency service by outstanding mutual agents. 


Licensed 
in all 
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Mountain of Work 
On Eastern Storm 


(CONTINUED FROM PAGE 1) 





has thousands of losses over $5,000 each 
and it has not yet gotten into settlement 
of the big ones. Its average will, of 
course, be higher than the over-all aver- 
age per because so many of the 
losses are being handled by agents. 

In addition to bringing in all of the 
adjusters country over it could lay its 
hands on, G.A.B. has hired 200 tempo- 
rary employes who are being given a 
quick indoctrination course to fit them 
for elementary work in the field. They 
are being put out in crews of five with 
an experienced adjuster to do inspection 
work. Few of these men have insurance 
background but many have had some 
contracting, accounting or legal experi- 
ence. They are working on losses under 
$1,000. In addition some 33 local con- 
tractors or men with adjusting experi- 
ence have been employed on a per day 
basis to supplement the adjusting staff. 


loss 


Indepndents Are Swamped 


Independent adjusters also are 
swamped with work. Prentiss B. Reed 
of New York has sent out a circular to 
insured that sustained loss, pointing out 
the storm damaged so many pieces of 
property there are not enough adjusters 
to look at each promptly. Agents and 
brokers are having more demands made 
on them than they can satisfy. Claims 
of some policyholders call for earliest 
possible attention. Others are not ready 
with information needed to support 
claims or the property is not damaged 
so as to cause inconvenience. His ap- 
peal is for information on policyholders 
that are in distress, and he attaches an 
emergency sheet on which that informa- 
tion can be written and sent in, thus 
guiding the firm to the worst cases first. 

For all adjusting and loss staffs and 
agency personnel the enormous amount 
of work from the storm is in addition 
to duties which ordinarily keeps them 
busy full time. 

Archie Slawsby, agent at Nashua, 
N. H., which was hit hard, in a letter 
published in the Nashua “Telegraph” 
column, said originally he was the only 
agent who favored the $50 deductible but 
as a result of experience gained in this 
storm, he now thinks a $50 deductible 
windstorm on every policy covering 
every building would be unjust. To curb 
the policyholder looking for something 
for nothing, he suggests a contract that 
covers dwellings with roofs less than 
10 years old at time of loss, to pay from 
the first dollar up, a $50 deductible 
where the roof is 10 to 15 years old and 
$100 deductible for roofs over 15 years 
old. He thinks then the rates for ex- 
tended coverage would be brought down. 

Most of the adjusters in the storm 
area that were imported from other sec- 
tions of the country were permited to 
return to their homes for Christmas. 
This was quite a morale booster for the 
men, who are not relishing this assign- 
ment. 


Shifts in Rosenthal Agency 


Gerald Schoenfeld has been named 
manager of the Louis Rosenthal agency 
of San Francisco, succeeding Charles E. 
Pinkham, who retires Dec. 31. Robert 
R. McAuliffe has been appointed assist- 
ant manager. 

Mr. Schoenfeld joined the agency in 
1920 in various positions of responsibil- 
ity to his present assignment. Mr. Mc- 
Auliffe entered marine insurance in San 
Francisco following war service, and 
last July joined the Rosenthal staff. Mr. 
Pinkham has served the agency for 48 
years, and was appointed manager in 
1937, on the retirement of Louis Rosen- 
thal. 


Change Canada Auto Rates 

TORONTO — Ontario automobile 
rates have been increased for two 
groups of drivers and reduced for a third. 
Rates are lowered where the car is used 
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chiefly for pleasure and no one under 23 ig 
the household drives it. Rates are upped 
where the car is used chiefly for pleas. 


ure and someone under 25 in the house. ' 


hold drives it, and where it is used 
chiefly for business. 
Similar changes either have been 


made or are expected soon in the other 
Canadian provinces. 
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WANT ADS 


Rates $13 per inch per insertion—I inch mini- 
mum. Limit—40 words per inch. Deadline § 
P. M. Monday in Chicago office—I75 W. Jack- 
son Bivd. Individuals placisg ads ere requested 
to make payment in advance. 
THE NATIONAL UNDERWRITER 
FIRE & CASUALTY EDITION 
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WANTED 
FIRE PROTECTION ENGINEER 


One of the Nation's leading fire and casualty 
companies is interested in securing the services 
of a man to work in the field inspecting fire 
risks. Territory covers the midwest with head- 
quarters in the Minneapolis-St. Paul area. 


Applicant must be familiar with Dean Schedule 
and with fire-rating and inspection. 


Replies should include age, experience, educa- 
tion, references, and salary desired. Address 
D-2, The National Underwriter, 175 W. Jackson 
Bivd., Chicago 4, Ill. 


Natk 
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MICHIGAN MANAGER 


Must have Fire and Casualty experience 
and be capable of supervising Michigan 
branch office for these two companies. 
Age 35-45. Location Grand Rapids. All re- 
plies confidential. Give complete data. Ad- 
dress agency superintendent. 


The Buckeye Union Casualty Company— 
The Buckeye Union Fire Insurance Com- 
pany—P. O. Box 1499, Columbus, Ohio. 
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by large Mutual Fire Insurance Company for Labo 
territory in deep South. Field experience or 4 
Rating Bureau experience preferred. Replies spread 
will be held in strictest cenfidence. Address || porary 
C-91, The National Underwriter, 175 W. Jackson || Trento; 
Blvd., Chicago 4, Illinois. 
that mi 
a week 
be ren 
AVAILABLE hospita 
Compensation and general liability underwriter, ew 
‘ . 1e 
single, 32, with national stock company 3/4 diate a 
years. Available first week of January. Address tlecion 
C-98, The National Underwriter, 175 W. Jack ||: — 
Blvd., Chi 4, il ity ber 
son Blvd., icago 4, Ill. method 
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and C 
CASUALTY UNDERWRITER ||2" ©! 
Wanted — by prominent Eastern Company— |jthe lay 
Underwriter with production experience to head Insur 
Casualty Department Texas Branch Office, Dal- Pik 
las. Must have A-! qualifications. Address C-99, ||‘ !X€, a 
The National Underwriter, 175 W. Jackson Blvd., | Americ 
Chicago 4, Ill Assn. « 
—— Mr. Pi 
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SPECIAL AGENT WANTED | <rtal 
to cover Virginia Maryland area for large | private 
well established mutual fire company. Go the diff 
opportunity for the right man. Replies will be wl 
held confidential. Address D-I, The National len | 
Underwriter, 175 W. Jackson Blvd., Chicago 4, |/the bas 
Hl. with B 
coverag 
| Unions 
10 
MAINE UNDERWRITER WANTED | °°. {'<? 
MALE OR FEMALE } compan 
Excellent opportunity for Inland Marine Un-|\in the | 
derwriter. Some experience necessary. Conta italiz 
Mr. Varley at the Great American Insurance pitaliza 
Company, 309 West Jackson Blvd., Chicago 4, | childrer 
Illinois. The 
ti ture, } 
commis 
EXCELLENT OPPORTUNITY {)S""er 
FIELDMEN Percy 
/ Englan: 
Bond Producers— Minimum Experience —23 will lez 
years. Attractive Salary—Stock Company. All Handlis 
Benefits. Address D-5, The National Underwriter, Massac 
175 W. Jackson Blyd., Chicago 4, Ill. to be h 
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at National Bureau 


Former Deputy U. S. 
Manager of Zurich Enters 
Organization Work 


National Bureau of Casualty Under- 
writers has appointed Harry H. Fuller 
as special repre- 


sentative in its field 
contact activities. 
He was formerly 
deputy United 
State manager of 
Zurich, until he re- 
cently retired. 

William Leslie, 
general manager of 
the National Bu- 
reau, has_ stated 
that it is the desire 
of the bureau to in- 
crease the fre- 
quency of its direct 
contacts with state 
supervisory officials and members of 
their rating divisions in order to foster 
the closest possible cooperation in solv- 
ing problems of common interest. Mr. 
Fuller will help in carrying out this pol- 
icy, particularly in midwestern states, as 
he will make his headquarters at Chi- 
cago. 


Harry H. Fuller 


|Labor Continues Requests 


for Revised TDB Law in N. J. 


Labor representatives advocated wide- 


spread revision of the New Jersey tem- 
porary disability benefits law at a 
Trenton hearing specifically suggesting 


that maximum benefits be raised to $40 
a week, that the merit rating proposal 
be removed from the law, and _ that 
hospital and medical benefits be added 


to the coverage. 
The hearing had been called by the 


state unemployment compensation com- 
mission, which administers the disabil- 
ity benefits law, to discuss a revised 
method of reporting wages said to in- 
crease efficiency and cut down fraud 
cases. A state spokesman for the AFL 
and CIO, made the hearing the occa- 
sion to request widespread changes in 
the law. 


Insurers were represented by Albert 
Pike, actuary Life Insurance Assn. of 
America, and Andrew Kalmikow of 


Assn. of Casualty & Surety Companies. 
Mr. Pike pointed out that the merit 
Jtating provision of the law is funda- 


mental to private insurer participation 
and to alter it would undermine ll 
Private plan coverage. He described 


the difficulties experienced in California 
when hospital benefits were added to 
the basic coverage without integration 
with Blue Cross or insurance company 
coverage. The change advocated by the 
unions would upset all present coverage 
of dependents by private insurers, he 
said. If only employes are covered, 
|companies would be unable to operate 
in the field if restricted to writing hos- 


|Pitalization and medical on wives and 
children, 

The hearing was exploratory in na- 
ture. No decision was taken by the 
commission. Briefs will be filed by the 
Msurers by Jan. 5. 

Percy Charnock, manager of New 


England Fire Insurance Rating Assn., 
will lead a discussion on “Strategy of 
Handling Country Fires” at the annual 
Massachusetts fire fighting conference, 
to be held at Worcester Jan. 11. 





A. & C. Ends Direct 
Writing in U.S. Dec. 
31; Davidson Retires 


of ' direct writing 


Amalgamation 
. branch of Acci- 


operations of the U. S 
dent & Casualty with American Casu- 
alty is almost completed. On Dec. 31 
Accident & Casualty will cease writing 





OGDEN DAVIDSON 


direct business in the United States. 
Ogden Davidson, U. S. manager, hav- 
ing reached the age limit, will retire, but 
will remain at the disposal of the com- 
pany asa consultant. The management 
of Accident & Casualty in the United 
States is being transferred to a corpora- 
tion, Winterthur, Inc., of which H. G. 
Evans, president of American Casualty, 
is eet For the time being the 
U. S. branch operations will be confined 
to reinsurance. Its offices will remain 
at New York. 

American Casualty now has a surplus 
to policyholders in excess of $8 million. 
With its fire subsidiary it offers all de- 


sirable coverage facilities and is in a 
position to give its agents excellent 
service. $ 

Paul Thorin, general manager of 
A. & C., is in this country now and will 


remain several weeks. 


Ill. Department to Liquidate 
United States Mutual 


Circuit Court Judge Cornelius J. Har- 
rington has appointed the Illinois depart- 
ment as liquidator for United States 
Mutual of Chicago, and the job will be 
taken over by the department’s bureau 
of liquidation. The action was based on 
the report of a master in chancery. 

U. S. Mutual is insolvent and has a 
deficit of $235,000. R. C. Eardley, first 
assistant attorney-general, who handled 
the case for the department, said that 
suit will have to be brought against the 
policyholders to pay off outstanding 
claims. U. S. Mutual is a reciprocal 
and was affiliated with Illinois Automo- 
bile Club. 

Judge Harrington has continued a re- 
ceivership suit against Carl A. Barrett, 
president of Illinois Automobile Club 
and former president of U. S. Mutual, 
to Jan. 23. Barrett is also accused of 
converting U. S. Mutual funds to his 
own use in connection with the sale of 
the company about a year ago, and will 
face a charge of embezzlement in Chi- 
cago criminal court Jan. 15. 


More than 50 members and guests at- 
tend the Christmas party of Insurance 
Women of Okinhoma City. A party at 
the Will Rogers veterans’ hospital is be- 
ing planned for early in January. 


Washington Nat'l 
Capital Up 50% 
To $7% Million 


The Illinois department has approved 
an increase in the capital of Washington 
National from $5 million to $7% mil- 
lion by transfer of funds from the sur- 
plus account to capital. 


President G. R. Kendall said this 
action was taken because of the com- 
pany’s expanded assets and increased 


volume of business and also to provide 
an additional safety margin because of 
the acquisition of Great Northern Life 
a year ago. 


VanderFeen Made 
Nat'l Surety V.-P. 


C. G. VanderFeen, comptroller since 
1945, has been elected vice-president of 
National Surety. 

Mr. VanderFeen 
joined National Ac- 
counting Co. a 
subsidiary of Na- 
tional Surety, in 
1924, and became 
deputy comptroller 
of New York In- 
demnity two years 
later. From 1930 to 
1944, he was chief 
Statistician for Na- 
tional Bureau of 
Casualty & Surety 
Underwriters. In 
1944 he returned to 
National Surety as 
Deming, vice-president, 
comptroller. 

Mr. VanderFeen has been active on 
many insurance accounting and _ statis- 
tical committees. He was president of 
Assn. of Casualty & Surety Account- 
ants & Statisticians for 1949 and 1950. 





VanderFeen 
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Doing Repairs Twice Not 
Covered by Garage Policy 


Arkansas supreme court in Standard 
Accident vs. Theo Money Chevrolet Co., 
reversed a circuit court decision where- 
under damages had been awarded under 
a garage liability policy when a truck 
which was being repaired broke down 
on a test drive and had to be repaired 
over again. 

In 1947 Theo Money was operating 
a garage when a customer left a truck 
for repairs to the differential. A me- 
chanic worked on the vehicle and took 
it out for a test drive. The rear axle 
assembly broke down, either because 
defective parts had been installed or 
because the mechanic had done im- 
proper work. The job had to be done 
over and the garage filed a claim 
against Standard Accident. The circuit 
court awarded $301 in damages. 

The supreme court said that the 
language of the contract, even when 
contrued most strongly against Stand- 
ard Accident, was not broad enough to 
cover the claim. The court added that 
the garage had to prove that it was 
liable for damages caused by accident 
from its operation, and even if the 
garage had to do the work twice be- 
fore the customer could be called upon 
to pay, it still could not be said that 
as a result the garage became liable 
to the customer for any damages. 

Standard Accident vs. Theo Money 
Chevrolet, Arkansas supreme _ court, 
CCH 2 (Automobile) 100. 


Berry San Antonio Chief 


Luther C. Berry has been elected 
president of San Antonio Insurance Ex- 
change. Other officers are Gordon W. 
Friedrich, vice-president and F. F. Lu- 
dolph, secretary. 


Excess Profits Tax 
Bill to Alter Basis 
of Computing Credit 


Invested Capital and 
Average Earnings Methods 
to Be Offered Insurers 


Amendments to the House excess 
profits bill are expected to be 
adopted this week which will alter the 
method the credit avail- 
able to the stock fire and casualty com- 
panies. 


tax 


of computing 
The insurers expect to pay the 
Con- 
gress to recognize major pecularities of 
the business so that the tax bill would 
be realistic. 


tax, but have been anxious to get 


It is anticipated that two methods will 
be available for computing credits under 
the bill, which was scheduled for pas- 
sage this week. These are invested capi- 
tal and average earnings. The second 
provides a choice of using statutory 
earnings for the best three of the four 
years of the 1946-49 base period, or of 
qualifying as a depressed business. 

To Qualify as Depressed Business 

The insurance 
qualify as 
of its bad 
period. If 


business doubtless can 
a depressed business because 
experience during the base 
in lieu of statutory earn- 
ings, insurer can wse a credit recon- 
structed on the base of the industry 
average for the period 1936-49, with 80% 
thereof being the allowed average earn- 
ings credit. This industry average, it is 
understood, will be proclaimed by the 
Treasury secretary for industries quali- 
fying as depressed. The first proclama- 
tion must be made by March 1, 1951. 

The invested capital method provides 
for reaching a credit as follows: A per- 
centage of invested capital, which is total 
assets less liabilities plus 50% of re- 
serves required by law, other than un- 
earned premium reserves, plus 50% of 
unearned premium reserves as borrowed 
capital. This would be adjusted by in- 
admissible assets—stocks and bonds, for 
example, the interest or dividends from 
which are not subject to excess profits— 
and by net capital additions and reduc- 
tions including retained earnings. 

The case for the insurens was ably 
presented at the Senate finance commit- 
tee hearing earlier in December by Ray 
Murphy, counsel of Assn. of Casualty & 
Surety Companies; J. Raymond Berry, 
counsel of National Board, and Charles 
W. Tye, tax counsel of Royal Indemnity. 


Reward Assigned Risks 
with Good Driving Records 


PORTLAND, ORE. — Oregon mo- 
torists who have been required to pay 
a surcharge for automobile insurance 
through the Oregon automobile assigned 
risk plan because of being over age, 
under age or having some physical dis- 
ability will be able to secure insurance 
at standard rates through the plan be- 
ginning Jan. 1, provided they have a 
clean driving record. The change was 


so, 


approved by 141 insurers which are 

members of the plan. 

Manitowoc Board Elects 
Robert B. Brown has been elected 

president of Manitowoc (Wis.) Insur- 

ance Board. Leland Leifer was named 

vice-president and Edwin Clark, secre- 


tary. 
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COMPREHENSIVE AUTOMOBILE AND 
PERSONAL LIABILITY POLICY 





$10,000 paid to a child who was severely injured in an 
auto accident . . . $6000 to a girl who was blinded by a 
dart thrown by a boy at a party.. . . $3000 to a boy who 
was hit by a shot from a friend’s rifle. These are, just a 
few of the liability claims paid out in recent weeks on 
behalf of policyholders who have the Comiprebensive 
Personal and Automobile Policy. 


Are YOUR clients protected under this fast-selling con- 
tract, which combines automobile AND 
persona/ liability coverage in one, broad 
“occurrence” policy? For the policy- 
holder, it’s just like having MONEY 
IN THE BANK when a claim for 
damages comes up! 


F 


READING, PENNSYLVANIA 


December 28, 1959 | 














Trio at insurance commissioners meeting getting briefed on arrangements, picture by 
Harry H. Fuller of Zurich. From left, Jorge Font Saldana, Puerto Rieo commissioner: 
D. A. Guglielmo, chief deputy Louisiana department, and Wade Martin, Louisiana com. 











WOLVERINE INSURANCE COMPANY 








missioner and chairman of the executive committee of N.A.I.C. } 


Cornwall Leaves Boston 
Western Marine Department 
for Johnson & Higgins of Ill. 


William E. Cornwall has resigned as 
manager of the western marine depart- 
ment of Boston and 
joined Johnson & 
Higgins of Illinois 
at Chicago. Mr. 
Cornwall has man- 
aged the Chicago 
marine branch since 
it opened in 1946. 
He started with the 
marine department 
of Fireman's Fund 
at New York City 
upon. graduation 
from Yale in 1928. 
After field work in 
New York and New 
Jersey, in 1931 he 
became manager of the Fireman’s Fund 
marine department at Boston. He 
went on active duty with the navy in 
1941 and was discharged as a com- 
mander in 1945. 





Ww. E. 


Cornwall 





"May We Wish You All The 
Merriest and Cherriest of 


Holidays" 





° LANSING, MICHIGAN * 
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Sees Small Claim | 
Payment as 
Form of Advertising 


From R. H. McLaughlin of Jones, Mc- 
Laughlin & Kirby Inc., of Columbia, S. C.: 

Your editorial in the December 14 is- 
sue, “Gains—as Well as Losses—from 
Storm,” is well written and timely. | 
trust the proper company executives 
will read it and give its content serious 
consideration. 

In South Carolina, we do not have 
a deductible for extended coverage, yet. 
Recently, there has been talk about 
installing a $50 deductible in the E.C| 
contract. Since the average property 
owner never has a claim, or one in 4 
life time, I am sure the good feelings 
that come with the receipt of a draft, 
even though only a small one, are well 
worth the cost to the companies. I 
necessary, they can charge the expense 
of handling to advertising. There’s no 
doubt they spend considerable sums 00 
“selling themselves” to the public m 
many different types of promotion and 
advertising. 

Having never worked for a company, 
I don’t know just what expense is in- 
curred in small claim payments. I doubt 
that it takes much more than a clerk oF 
two. Companies can’t buy the good will 
small claim checks to assured receive 10F 
the cost of paying these claims. We'v, 
had rate reductions, broader forms, an- 
nual renewal payment plan (nothing 
more than a rate reduction) and other 
changes. Assured appreciate these, but 
these changes do not show him Just 
what insurance protection means to him 
like the receipt of a check in payment 
of a claim. 7 

I have read and enjoyed TH 
NATIONAL UNDERWRITER for 10 years. 








Change Fireman’s Fund Record 


Fireman's Fund Record has adopteé' 
new format beginning with the Januar) 
issue. While dimensions of the pul 
lication are changed, it has been kep' 
pocket-size. 

Under the title Insurance Items, 
magazine was first published in Janu 
ary, 1878. The present name wé 
employed in 1880. f 

In addition to the altered proportions 


the Record is now printed on_heavie 
paper stock, with more _ illustration 
and more liberal use of color. 1! 


masthead has been redesigned. Nels 


Valjean is the editor 
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Five Named in 
Aetna Changes 





Aetna group has made three home 
ofice appointments and _ two field 
changes. 

Sedgley Thornbury has been ad- 


yanced from supervisor to superintend- 
ent of the automobile department. Ben- 
jamin I. Tennyson and Norman L. 
Reuter were named assistant superin- 
tendents in the same department. James 
B. Tanner has been appointed field 
manager for Connecticut for Century 
Indemnity, and Seeley H. Vietts was 
made Century field manager for western 
Massachusetts and Vermont. 

Mr. Thornbury, who attended Har- 
vard business school, joined Aetna in 
1947 as agency supervisor of the auto- 
mobile department. Before that he was 
secretary and general manager of State 
Mercantile Mutual Fire from 1936 to 
1940 and agency supervisor for Resolute 
Fire from 1946 to 1947. From 1940 to 
1946 he was a colonel in the army. 

Mr. Tennyson has spent entire 
business life with Aetna, starting in 
the marine department in 1916. In 1922 
he was transferred to the automobile 
department. He was subsequently made 
an examiner and was promoted to 
agency supervisor in 1946. 

Mr. Reuter started with Aetna in 
1942 manager of the automobile 
underwriting department of Century at 
3oston. He was transferred to the home 
office in 1946 and was appointed super- 
visor in 1948. He past president of 
3oston Assn. of Casualty Underwriters. 
During the war he served in the marine 
air corps. 


his 


as 


1S 


Mr. Tanner joined Century Indemnity 
in 1927 as adjuster after serving two 
vears in an underwriting department 
of Travelers. He was appointed special 
agent in 1946. 

Mr. Vietts started in the Hartford 
claim division of Century Indemnity 
in 1928. Two years later he was ap- 


pointed special agent. 


Line Up Transit Co. Cover 

MILWAUKEE — Liability insurance 
coverage for Milwaukee Rapid Transit 
Line, successor to Speedrail Co. which 
had a turbulent time since a collision 
Sept. 2, will be provided by a group 
of five companies. Arrangements to 
pool the risk were made by the trustee 
of the transit line and E. W. Kraus, 
general manager of the Wisconsin Com- 
pensation Rating Bureau. 

The companies that will share the 
seoerage are Employers Mutual Lia- 
bility, Hartford Accident, Hardware 
Mutual Casualty, Travelers and U. S. 
F. & G. The policies provide ordinary 
liability of $25,000 and $50,000, and 
excess coverage of $100,000 and $500,000. 

The pool method was invoked when 
\merican Universal cancelled two pol- 
icies and temporary coverage was ar- 
ranged through the pool until the new 
policy could be worked out. The transit 
line owes premiums of $20,000 on pre- 
vious policies which were cancelled 
because the premium had not been paid. 
The transit company, operating elec- 
tric interurban service between Milwau- 
kee and Waukesha and Hales Corners, 
operated as Speedrail Co. when two 
trains collided and 10 persons were 
killed and 46 injured in September. 
Travelers Indemnity, and A. L. Groote- 
maat & Sons Co. agency are secured 
creditors for a total of $36,102 in 
federal court reorganization. 


. 

Allow LW.O. to Pay Claims 
_ The New York department is allow- 
ing International Workers Order to pay 
\. & H. and life claims on existing 
business pending argument in New York 
supreme court Jan. 8 of the appeal by 
the fraternal from the show cause order 
obtained by the department. The al- 
legedly communist-dominated — society 
must show why it should not be perma- 
nently taken over by the department’s 
hquidation bureau and dissolved. 

\W.O. will not be permitted to write 


the | 
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any new business pending the court rul- 
ing on the appeal. 
be countersigned by a representative of 
the department. 

Attorney Paul Williams of the New 


York City law firm of Cahill, Gordon, 
Zachary & Reindel is special counsel 
to the department on the case. He is 


also serving as a special assistant at- 
torney general. 


Claims Council Has Rally 


A fine lineup of speakers featured the 
fall meeting of Claims Managers Coun- 


cil of Independent Casualty Insurers 
at Chicago. 

Speakers the first day were Donald 
Reinertsen, Northwest National Casu- 


M. L. McClanathan, Economy 
Auto; Fred Hanson, Chicago attorney, 
and C. C. Herrmann, Motor Vehicle 
Casualty. Second day speakers were 
Fred Saas, Buckeye Union, and John 
Appleman, Urbana attorney, president 
Federation of Insurance Counsel. 


alty; 





Bank Loss Paid Promptly 


Less than 24 hours after two bandits 


took $18,460 from People’s Savings 
Bank of New Britain, Conn., the bank 
had received a check for the amount 


from Edward B. Feaster, Jr., 
resentative of Aetna Casualty. 


claim rep- 





Claim checks must 


Three New Officers 
for K.C. F.& M. 


J._E. Roddy, underwriting manager 
of Kansas City F. & . has been 
elected a vice-president. He has been 


with the company for 10 years and be- 
fore that was with the western depart- 
ment of Hartford Fire at Chicago. 


J. W. Perry, former president of 
Commerce Trust Co. of Kansas City 
and of Associated Telephone & Tele- 
graph Co. of Chicago, has been elected 
treasurer. Mr. Perry is president of 
Minnesota Avenue, Inc., industrial prop- 
erty operators in Kansas City. He re- 
places the late Cary W. Jones, who 
died Oct. 1. 

Fred H. Calvin, assistant underwrit- 


has been elected an assist- 
and Hal Kennedy, 
has been elected as- 


ing manager, 
ant vice-president, 
assistant secretary, 
sistant treasurer. 


Raise General Electric Group 

More than 90% of General Electric’s 
175,000 employes will be affected by in- 
creases in the contributory group insur- 
ance plan which has been underwritten 
by Metropolitan Life for many years. 
Group life now amounts to about 1% 


CASUALTY 


—" 


times straight-time annual earnings wit! 
$2,000 as a minimum and with the aver 
age amounting to more than $4,500. Ac- 
cidental death and dismemberment bene- 


fits now amount to $2,000. Weekly 
\.&H. benefits range from $22.50 to $3 
per week, providing a total of 26 weeks 


disability together with provision to pay 
any difference between workmen’s com- 
pensation payments and the amount th« 
employe would receive under the non 

occupational schedule. Hospitalization 
benefits now provide up to a maximum 
of $10 a day and up to a total of $700 
for any one period, plus $100 for special 
services. Hospitalization and surgica! 
benefits are provided after normal r« 
tirement up to total payments of $500 


Willson Heads Cal. Brokers 
Hal D. Willson of Willson & Filmer, 


San Francisco, has been elected presi- 
dent of Insurance Brokers Exchange of 
California. He succeeds Walter P. Simi, 


who was elected to the board of gov 
ernors and becomes a member of the 
executive committee. 

Albert A. DeVoto becomes Ist vice- 
president; Laurent A. Loustau, 2nd 
vice-president. New directors are R. H. 
Dulley, J. C. Myers, E. R. Brown, L. M 


Kahn and Don Meadows 
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HAWKEYE - SECURITY 
& INDUSTRIAL give their 
agents the best in all-around 
business building service at 
all times. 


Here are two great compa- 
nies that not only provide 
full Casualty, Industrial and 
Fire Coverage, but give 
every agent every help in 
building his business .. . 
prompt claim service with- 
out red tape... a maximum 


number of sales helps and a skilled Field Representative 
staff which works closely with every agent. 


These are only a few of the reasons why “the trend is to 
HAWKEYE-SECURITY & INDUSTRIAL.” 


HAWKEYE=SECURITY INSURANCE 


COMPANY 


INDUSTRIAL INSURANCE COMPANY 





ms SECURITY * INDUSTRIAL 


Des Moines, lowa 
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WORKMEN'S COMPENSATION 





Labor Unions Are Assigned 
Separate W. c. Code Number 


Labor 
a separate 
pensation 


ul lion s is being established as 
ification in the 
) 


manual in 25 


con 
Hawaii, 


4 lass 


States, 


and District of Columbia. Formerly, 
they were treated as “executive supe 
visors.” 

The new classification stipulates that 
“during any strike periods each outside 
employe who is engaged in strike duties 
shall be subject to an additional pre 
mium of $1 for each day in which he 
is So e! ngaged. This shall be collected 


in every event in addition to the earned 


premium 
rmii 


minimum 
rwise 


and/or the 
for the policy as othe 
For the pur] 


premium 

deter 1ed 

ose of this 

period shall be Precis wate to be any 

period during which the offices, plant 
peeperty of an employer 

» being rep! 


he striking employes.’ 


W.C. Rates Cut 6.3°/, 


rule a 


or other 
strike 


tives ol 


picketed by resenta- 


JEFFERSON CITY — Missouri 
workmen’s compensation insurance rates 
have been reduced 6.3%, under an order 


by Superintendent Leggett, effective 
Dec. 31. This is the third straight year 
in which compensation rates have been 


USE YOUR OWN COMPANIES 
WHEN POSSIBLE 


Otherwise Let Us Help You with Your Unusuai 
or Difficult Problems— 


R. B. Jones 


& Sons Inc. 


C. REID CLOON, Manager 


75 W. JACKSON BLVD. 


CHICAGO 4, ILL. 





strike 


under 


reduced in Missouri. 

National Council on Workmen’s Com- 
pensation Insurance submitted a pro- 
posed schedule that contemplated an 
average reduction of 4.7%. It included 
2.5 points for profits and contingencies. 
In his final ruling Superintendent Leg- 
gett allowed profit and contingencies 
factor of 1.5 points, which means ap- 
proximately 3% as to rates. 

Various labor organizations, both 
AFL and CIO, have indicated they will 
seek amendments to the compensation 
act to increase benefits when the legis- 
lature meets in January. 


Probe Minn. “Comp” Pool 


MINNEAPOLIS — 
Minnesota Assn. of Insurance Agents 
is taking up with stock company offi- 
cials the matter of the compensation 
insurance pool operated by St. Paul 
Homebuilders, working through a local 
agent. This pool has been functioning 
for more than a year and according to 
reports is writing considerable “comp” 
business for its members at a reputed 
sharp cut in costs. In the opinion of 
some insurance men the pool is not 
conforming to all state insurance laws. 

The agents’ association is waiting to 
find out what position the companies 
will take on the matter. 


Reduce Tex. W. C. Rates .8%, 


A committee of 





AUSTIN—A new schedule of work- 
men’s compensation rates in Texas, to 
be effective Feb. 1, brings about an 
average reduction of .8%, effecting a 
premium reduction of approximately 
$450,000 on the basis of the reported 
payrolls for the latest calendar year. 
The rates on some classifications were 


increased and others decreased. 

A reduction was made possible by the 
continued use of a wage level adjust- 
ment factor, according to Casualty 
Commissioner Gibbs. 


S. C. Rates Cut 2.2% 


A reduction in workmen’s compen- 
sation rates averaging 2.2% will go into 
effect in South Carolina Jan. 1. The in- 


surance department again has refused to 
allow reinstatement of the 2.5% profit 
and contingency factor which was elim- 
inated by the department two years ago. 
A restoration, Commissioner Murphy 
claimed, would have hiked rates 2%. 
Rates were cut 10% in 1949. 


Minneapolis Club at High Mark 


MINNEAPOLIS — Membership of 
Insurance Club of Minneapolis as the 
year closes totals 210, highest since the 
early days of the club, which was or- 
ganized in 1920. A membership cam- 
paign the past three months has brought 
in 41 new members. Robert L. Pugh, 
Aetna Casualty, is president, and Carl 
H. Johnson of the Don Miller agency, 
is membership committee chairman. 





HOW GOOD CAN AN AUTOMOBILE POLICY GET? 





ANCHOR OFFERS THE BROADEST TYPE OF PROTECTION AVAILABLE 
TO HELP BUILD YOUR SALES VOLUME 


fa» 


te = 


J 
as 
A POWERFUL 

SELLING TOOL! 


Cumulative collision means a full 
coverage contract once the de- 
ductible is used up in one or 
more accidents, 





SURE RELIEF FROM 
SALES COMPETITION! 


Utility, home, office, store, dis- 
play or passenger trailers qe all 
fully covered under bodily injury 
and property damage. 





cies. 


COMPARE THE 
DIFFERENCE! 


Drive-Other-Car coverage includes 
just about every provision cur- 
rently excluded in standard poli- 





SELL THIS ANCHOR 
INNOVATION! 


BI and PD liability coverages are 


no longer limited to ‘‘caused by 
accident’’ but apply to any oc- 
currence. 


...and a host of other protective features as well! 


THE NEW COMPREHENSIVE A me © a | o e AUTOMOBILE POLICY 





CASUALTY COMPANY 


ST. PAUL 4, 


MINNESOTA 


December 28, 


SURETY 


FDIC Sues National Surety 
for $50,000 in Bank Loss 


MILWAUKEE A motion by the 
National Surety to file a cross- complaint 
in a suit in which it is a defendant in 
federal court has been denied by Fed- 


1950 





eral Judge Tehan. It is being sued by 
the Federal Deposit Insurance Corp, 
for $50,000 on the contention that it 


is responsible for making up losses by 
alleged dissipation of funds by an em- 
ploye of State Bank of Lyons, Wis. As 
assignee for the bank, FDIC argues 
that National Surety indemnified the 
bank against loss through dishonest acts 
of its employes. The surety company 
moved to enter a cross-complaint against 
the directors of the Lyons bank, con- 
tending that the directors were negli- 
gent in not detecting the alleged fraudu- 
lent transactions, which Judge Tehan 
denied. 


Writes N.J. Turnpike Bond 


A bond in the amount of $6,296,148 
has been written by Employers Liability 
for S. J. Groves & Sons Co. of Minne- 
apolis, covering a contract for the New 
Jersey turnpike authority. The contract 
calls for the construction of paving and 
shoulders for a section of the New 
Jersey turnpike in Middlesex and Union 
counties, being 14.2 miles of dual road- 
both four- and six-lane. The con- 


way, 
struction will involve interchange pav- 
ing, pavement drainage systems, rail- 


road track grading, removal of overload, 
topsoiling and reconstruction of certain 
facilities at a nearby military post. 


Big Maryland Writings 

Maryland Casualty recently wrote one 
of the largest public employes faithful 
performance blanket bonds written since 
this form appeared on the market. The 
$1 million bond covers approximately 
100 employes in the treasurer’s office of 
Cook County, III. 

The company also wrote a four-year 
public official bond for $1% million on 


behalf of John B. Brenza, Cook county 
treasurer, and a similar bond on his 
behalf as ex-officio tax collector. A 


broad form money and securities policy 


for $1 million was written to cover the 
county treasurer’s office. W. J. Foster 
& Co., Chicago, was the agency. 


Seaboard Surety, through the H .H. 
Woodsmall general agency of Miami, 
has executed a bond of $7,376,712 cov- 


ering the full amount of the contract 
for the Arlington Bridge superstruc- 
ture at Jacksonville, Fla. This was 


the Florida state road de- 
3ethlehem Steel Co. 


awarded by 
peer to 








Virginia commis 
sioner, and Hugh L. Tollack of Chicago, 


assistant secretary of N.A.1.C., at commis 


George A. Bowles, 


sioners’ meeting at Los Angeles. 
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CHANGES IN CASUALTY FIELD 





Hyatt to Hartford Accident 
as Public Relations Manager 


Hartford Accident has appointed Dave 
Hyatt as manager of public relations. 
Before joining 
Hartford, Mr. Hy- 
att wrote feature 
articles for North 
American Newspa- 
per Alliance news 
syndicate and han- 
dled publicity for 
various organiza- 
tions, worked on 
network radio 
shows, and from 
1948 to 1950 was 
director of public 
relations for the 
Dave Hyatt New York state 
school of industrial 
and labor relations at Cornell Univer- 
sity. 

During the war he served as a vol- 
unteer ambulance driver with the Brit- 
ish army in Africa. From 1943 to 1945 
he was a lieutenant in the navy. 


Amer. Surety Has Omaha 
and Cincinnati Changes 


Lawrence F. Dangelmeier has been 
appointed assistant manager at Cincin- 
nati for American Surety, and Clarence 
F. Krantz has been appointed manager 
at Omaha. He succeeds J. D. Frazee 
who becomes resident vice-president. 








Angus and Cosby Are 
Promoted by Travelers 


John V. Angus and George H. Cosby, 
Jr., have been appointed superintend- 
ents of agencies in the casualty, fidelity 
and surety department of Trav relers. 

Mr. Angus has been an assistant su- 


J. V. Angus G. H. Cosby, Jr. 


perintendent of agencies since Jan. 1. 
He joined Travelers in 1929 and was 
assigned to Syracuse as a field assist- 
ant. In 1930 he was transferred to Buf- 
falo as special assistant. He became 
assistant manager at Cleveland in 1942 
and in 1945 he went to Dayton as man- 
ager. 

Mr. Cosby, who has been an assistant 
superintendent of agencies since Feb- 
tuary, joined Travelers in 1924 in the 
claim department at Richmond, Va. In 
1926 he went to Charlotte as a field 
assistant, becoming assistant manager 
in 1929, ‘and in 1931 he was transferred 
to Richmond in the same capacity. He 
moved to Atlanta as manager in 1939 
and remained there until 1942 when he 
entered military service. 

He returned to Atlanta in 1945, and 
in 1948 he tranferred to Pittsburgh as 
Manager. 


Gulf Coast Underwriters 
Made Zurich General Agent 


Gulf Coast Underwriters, Houston in- 
surance managers, has been appointed 
exclusive supervising general agent in 
southern Texas by Zurich. The terri- 
tory includes Austin, San Antonio, 
Corpus Christi, Galveston and Houston. 

Ralph D. Stokes, casualty partner of 
Gulf, will direct the Zurich agency de- 
velopment program. In the past Gulf 


has operated principally as ocean and 
inland marine general agent. 





* Paul Raises Overmann 


W. Overmann has been appointed 
stz “a agent for the fidelity and surety 
department of St. Paul-Mercury Indem- 
nity at Seattle. 

Mr. Overmann spent some time in the 
Pacific department at San Francisco 
before taking over his new duties. He 
was formerly home office representative 
for fidelity and surety lines in Minne- 
sota and Wisconsin. 








G. Wade Cox, former sales manager 
at Jackson, Miss., has been appointed M. J. Harrison, Little Rock attorney, is here presenting axe done up in black. 
resident secretary at Mobile, Ala., for ijhand to the toastmaster at the Passe Club luncheon during N.A.I.C. convention, From 
American Mutual Liability. Frank E. left, Mr. Harrison; James Malone of Pittsburgh, former Pennsylvania commissioner; 
Dietz, who has been sales manager at Ray Murphy, Assn. of Casualty & Surety Companies, the toastmaster; Howard 
Little Rock, becomes resident secretary Brace, vice-president of Occidental Life; R. E. Dineen, vice-president of Northwest- 
at Nashville. ern Mutual Life. Picture by Harry H. Fuller of Zurich. 


James Stirling, who has been with 
Standard Accident since 1940, has been Virginia corporation commission has care monthly premiums 5 to 35 cents 
appointed assistant manager of the authorized Hospital Assn. of Roanoke on different classes. A similar request 
bonding department in the Detroit (Blue Cross) to increase hospitalization from Peninsula Hospital Service Assn. 
branch. rates about 20% and to boost surgical was taken under advisement. 











Insure income--and you insure ALL 








Every survey of a client’s insurance needs should include his most valuable 
possession — the earning power that produced everything else he owns. 


During periods of disability that income may go DOWN — and expenses 
are certain to go UP. Even the home, the personal property, and the car he 
has insured with you might be jeopardized by a serious accident or protracted 
sickness. 


Income protection is primary protection—and you can render a complete serv- 
ice with Provident’s comprehensive line of A. & H. contracts. Write today for 
your yd of our Agents’ and Brokers’ READY REFERENCE OUTLINE. 
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Strong Reaction 
To Ili. Rate Cuts 


(CONTINUED FROM PAGE 2) 





HieNATIONAL UNDERWRITER 


War Damage Issue 
Is Still Debated 


(CONTINUED FROM PAGE 1) 





to rising — in every 
ther field, were amazed that rates were 
owered. The general reaction was 
uitithetical to that which reductions in 
other periods waged brought. Producers 
lave in the past agitated for rate cuts 
to provide to the “public evidences of 
the public-mindedness of the insurance 
susiness and to help them make more 
sales to hard-pressed clients. This time, 
iowever, they feel that the decreases 
will go unappreciated by a public which 
an afford to pay the old rates. 


A “White Collar” 


\n impression of many 
tions from producers in the streets and 
employes at the counter can be gained 
»y following the letter directed to THE 
NATIONAL UNDERWRITER by an insurance 
‘ompany employe who styles himself 
Burned Up”: 

‘The contemplated reduction in fire 
and extended coverage rates certainly 
comes as a shock to us employed in the 


‘onditioned 


Reaction 


of the reac- 


insurance business. No one asked for 
this reduction, on the contrary most 
people expected an increase because 


everything else is going up.’ 

“We, the so called white collar work- 
ers, with ‘fixed’ incomes (when I say 
fixed, I mean immovable) will be the 
yoats as usual. With reduced premium 
ncome the higher ups will have a fine 
excuse for not raising the present starva- 


tion wages. If the insurance companies 
are making so much money that they 
can afford to reduce rates for people 


who did not ask for it, why don’t they 
lo something about their employes’ 
salaries? The time will come when the 
same insurance companies will be crying 
on each other’s shoulders when their 
‘lerks and typists start drifting into 
better paying defense jobs. Insurance 
‘xecutives, think it over! It’s later than 
you think.” 


Want N.C. Taxis Covered 
RALEIGH, N. C.—A governor’s ad- 
visory committee on highway safety has 
recommended legislation under which all 
‘ities and towns would require oper- 
ators of taxicabs to have liability insur- 
ince to the minimum amount required 
by the financial responsibility law. 
Operators of taxicabs whose principal 
operation is outside any city or town 
would be required to file with the sheriff 
of the county proof of responsibility. 


that the corporation shall from time to 


time establish uniform rates for each 
type of property with respect to which 
protection is made available, and that 
in order to establish a basis for such 
rates the corporation shall estimate 
from time to time the average risk of 


loss on all property of such type in the 
United States. The purpose is to assure 
uniform rates on each type of property 
regardless of its guearashien! location, 


and to insure that such rates shall be 
based on a fair and realistic estimate 
of the risks of loss to which such 
property is subject. That the fixing of 
such rates presents a most defficult 
problem is readily apparent. We may 
assume, however, that the War Dam- 
age Corporation will have the benefit 
of the best available advice, including 


recommendations of the governmental 
departments and agencies most familiar 


with the facts on which any such esti- 
mates should be based.” 
Makes Bid for Business 

William B. Joyce & Co., Inc., on 


Dec. 21 inserted an advertisement in 
the New York “Herald-Tribune” solic- 
iting applications for insurance in War 
Damage Corp. 
“Atomic bomb and 
age insurance policies,” the advertise- 
ment reads, “will soon be available 
through creation by Congress, of the 
War Damage Corp. Applications are 
being received by us, and others are 
invited. Premium rates are uniform 
to all! We recommend that all seeking 
this protection promptly apply for it 
and make a complete inventory of struc- 


other war dam- 


tures and personal property to be in- 
sured.” 
May Weigh Amendments 

Senate banking committee sources 


said the war damage bill would prob- 
ably be reached on a call of the Senate 
calendar expected Jan. 2, the last day 
of the 81st Congress. On such a call 
a single objection can block considera- 
tion or action on a bill. 


Although the bill’s supporters are 
trying to achieve its passage this ses- 
sion, banking committee Chairman 
Maybank has said hearings will be 
opened “early in the 82nd Congress” 
on proposed amendments favored by 
several insurance companies and groups. 

These include provision for WDC 


or reinsurance of workmen’s 


coverage 
liability and personal in- 


compensation 


juries for the benefit of private com- 
panies or state compensation funds. 
Bruce Black, Liberty Mutual, favored 


such amendment in testimony before 
the Senate committee, where Oscar 
Kreutz, National Savings & Loan 
league, supported WDC coverage of 
real and personal property. 

Robert E. Hill, president National 
Assn. of Mutual Insurance Agents, ad- 


mitted it was unlikely the Senate would 
adopt his amendment to provide for 
refunding any WDC surplus to policy- 
holders, in what he said an attempt 
“to rush this bill through, to satisfy 
an urgent demand principally from 
west coast property owners.” Hill 
“hoped” that the N.A.M.I.A. amend- 
ment will be adopted next year. 

American Mutual Alliance and state 
fund witnesses reportedly stated it 
would be considered in 1951. 
Meanwhile, national security re- 
board and budget bureau are 
war damage and may come 
some new ideas. 


DEATHS 


(CONTINUED FROM PAGE 11) 
as field man at Boston. In 1914 
was transferred to the home office 
field man in charge of Connecticut 
western Massachusetts. He was 
pointed assistant secretary in 1924, sec- 
retary in 1926, and vice-president in 
1929. He retired in 1943 after 33 years 
service with the company. 

CHARLES B. LASCELLES, 
agent at Buffalo for 40 years, 
his home. 

ROBERT T. MAXWELL, an 
for New Amsterdam Casualty, 
Naval Hospital, Philadelphia. 
been injured in a fall Dec. 7. 

LAWRENCE HAYNES, 95, long time 
local agent at Jacksonville, Fla., died at 
his home at Atlantic Beach. He entered 
the business at Atlanta and went to 
Jacksonville in 1876 joining the J. H. 
Norton agency. He later established his 
own agency with which his son, Cald- 
well Haynes, is now associated. 

AUSTIN R. MeCARTY, 47, head of the 
claims department of Hartford Accident 
at Evanston, Ill, died in St. Joseph’s 
hospital at Elgin, Ill., of a heart attack. 
Mr. McCarty joined Hartford in 1934 and 
was named to the Evanston post about 
five years ago. He was one of the 
greatest University of Chicago football 
stars, playing in the early ’20s. 
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Waters Norwich President 


At its 
Assn. of 


annual meeting, Underwriters 

Norwich, Conn., reelected 
Frank G. Waters president. Other offi- 
cers are Jane Foster, vice-president; 
Eben Learned, Jr., secretary, and Robert 
J. Storms, treasurer. 
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Celina, Ohio 


Strictly an Agency Company 


INSURANCE COMPANY 


CTION_) THAT BRINGS = Sarisraction 


A Progressive Company 
for Aggressive Agents 


FIRE; INLAND MARINE 


ALLIED LINES 


AFFILIATED 
WITH 


The 
CELINA MUTUAL 
CASUALTY COMPANY 


Celina, Ohio 
Automobile and 


sualty Lines 





Selling Tools for Any 
Selling Task 
With sound Protection 
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New Executive 
Lineup for 
Western Surety 


Dan Kirby, who has been president 
of Western Surety of Sioux Falls, S. D,, 
for the past 25 
years, has now 
been elected board 
chairman and is 
succeeded in the 
presidency by his 
son, Joe Kirby. 

Stan Vander 
Ploeg was elected 
executive v ice-pres- 
ident while M. H. 

Trepkow who is 
manager of the 


Chicago office was 
named first vice- 
president and chair- 
man of the execu- 
tive committee. 
The vice-presidents are C. H. 
macher, M. D. Fulton, 


Dan Kirby 


Ahsen- 
B. J. Huigens, 


J. L. Stark and S. I. Trebil. 
The treasurer is A. W. Buchele and 
secretary is Tom Kirby. 


The executive committee will be the 
operating committee of the company 
and will consist of Mr. Trepkow, Joe 
Kirby and one of the vice-presidents 
or treasurer alternating alphabetically 
every six months. The chairman and 
the president will be permanent mem- 
bers of the board. 

Western Surety is closing an excellent 
year. Its capital was increased to $1 
million from $750,000 and it now 
entering its 51st year. 


is 


Joe Kirby has been vice-president 
in the underwriting department and Mr. 
Vander Ploeg has been vice-president 


and head of the accounting department. 





Maitland Home Indemnity 
Chief at Minneapolis 


Kenneth B. Maitland has been ap- 
pointed manager at Minneapolis of 
Home Indemnity. He formerly was with 
U.S.F.&G. and will supervise the com- 
pany’s operations in Minnesota, North 
Dakota and South Dakota. 


P. L. Crafts Heads Surety 
Managers of N. Y. City 


Surety Managers Assn. of New York 
City at its annual meeting elected Put- 
nam L. Crafts, Home Indemnity, presi- 
dent, to succeed John P. Madigan of 
Maryland Casualty; Rankin Martin, 
Standard Accident, is vice-president and 


George Sneden of Home _ Indemnity, 
secretary. Harry D. Schmedes, New 
York Casualty, was chairman of the 


nominating committee. 


Travelers Men Ridvenced 


Vernon T. Dow, secretary of the 
branch office administration department 
since 1947, has been elected a vice-presi- 
dent of Travelers. Warren L. Cook and 
Seymour E. Smith were remot to 
secretaries of the compensation and li- 
ability department. William A. Smith, 
assistant secretary, was appointed sec- 
retary of the home office administration 
department. 


Hogue Tenn. President 


O. L. Hogue of Metropolitan Casual- 
ty and Commercial Casualty has been 
elected president of Casualty & Surety 
Assn. of Tennessee, at Nashville. Sory 
Davis of Travelers Indemnity is vice- 
president; W. K. Lambie, America! 


Casualty, Futrell 


American 


and Jason 
treasurer. 


secretary 
Casualty, 

A Christmas party for members ot 
the Charleston, S. C., board was spon 





sored by the Johnson & Johnson get- 
eral agency, Equitable Fire of Sout! 
‘Carolina, American Mutual Fire and 
Carolina Mutual Fire 
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. P li settled outside of the city. 

Fire Oo 1cy Some time before the move, the firm 
desired additional office space at New 
‘Simplification York. The prospective rent bill was 
staggering. At the same time, employes 
were not satisfied with working in less 
‘Moves Forward fashionable parts of the city. Most 
; employes commuted and spent about 
president Fulfillment of a long-cherished “in- three hours or more a day on trains and 
alls, S.D,, | dustry” desire to simplify fire policy subways. To ‘beat the subway rush, 
jssuance was virtually assured last the staff left at 4:45 daily. To get seats 
week when National Board and the at nearby restaurants, they were al- 
property insurance committee of Na- lowed to leave for lunch at 11:45. In 
tional Assn. of Insurance Agents nearby Port Chester, Mr. Brown writes, 
reached an understanding on a greatly those who live in the town can be 
simplified policy form which incor- home in 10 minutes. Other employes 

porates improvements developed by can eat at the firm’s new cafeteria. 
both organizations. Reliable estimates Other advantages of the country 
place eventual labor and material sav- cited by Mr. Brown are clean air, quiet, 
ings to companies and agents at millions 244 Jess nervous tension. An intangible 
of dollars. The new policy will eliminate factor, but nonetheless important, is 
|: the use of printed forms on home office the matter of becoming identified with 








and agency copies of daily reports in a small community. In a large city, 





practically all a ' .., he comments, an individual firm becomes Glimpsed at commissioners convention at Los Angeles—Frank J. Agnew, Pacific 
he policy may be comp eted in its anonymous. Coast representative of National Board; Mrs. Harry Nason and Mr. Nason, Arizona 
Kirby entirety without removal from the type- deputy insurance director; Mrs. Agnew and E. J. Savage, director of agency relations 
“ T rn ) g £ g y 
writer. Tabular guides are provided to of Zurich. 





speed up writing of policies. Since in Plect Bruner President pases: ES oe , : . 
I. Ahsen- * general only one form is required for : ‘ : ‘ ta ; 
Huigens, , each policy instead of the three now South Bend-Mishawaka Assn. of In- Nearly 100 attended the Christmas men. Frank Priest welcomed the group 
’ 


provided printing cost will be decreased surance Agents has elected W. Howard party of the Dulaney, Johnston & Priest following the dinner and Hughes Cun- 
chele and | substantially. Home office examiners Bruner president. A. R. Vander Hayden agency, Wichita, with guests including ningham, Sheffer-Cunningham, was 
need not fold and unfold voluminous is the new vice-president. adjusters and fire and casualty field Santa Claus. 
ill be the | forms to determine coverage. The need | — 
company | for daily report filing space will be 
kow, Joe substantially reduced through elimina- 
yresidents | tion of the bulky folded forms. Similar 
abetically | saving in agency filing space will be 
man and effected. 
“nt mem- Transmission costs for agents, com- 
panies and bureaus will be reduced 
excellent | along with incidental costs of clips, 
ed to $1 | staples, adhesives, etc. 

is now At last week’s meeting were Leonard 
Peterson, vice-president of Home and 
president | chairman of National Board’s special 
-and Mr. | committee on standard fire policy, and 
president | N.A.I.A. representatives Arthur M. 
partment. | O’Connell, and Maurice J. Hartson, 
and Clarence R. Rauter and D. W. 
Perin of the headquarters staff. 
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deGruchy Succeeds Klocke 
been ap- | AS New England Department 
polis’! | Secretary of North British 


was with 
the com- Herman A. Klocke, secretary in 
a, North | charge of the New England department 
of North British, is 
retiring Dec. 31, 





, | and Philip A. 
‘ety deGruchy has 
F been appointed sec- 


| a retary of all com- 
ew York panies in the group 





sted Put- | to succeed him. 

ty, presi- Mr. Klocke has 

digan of | been with North 
Martin, Sritish for 49 





ident and | years. After ad- 
idemnity, | vancing through 
es, New | the underwriting 
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1 of the | positions, he was = 
appointed assistant P. A. deGruchy 
general agent of 
ad the New England department in 1922, High-quality safety glass must be made of high-quality glass and 
: and > geil — — general plastic. We're constantly checking quality at every stage in the 
> age " ce 19 > has been s > 
| oe. oes cert manufacture of L-O-F Hi-Test Safety Plate Glass. BE SURE YOU GET 
partment | im charge of the department. | é WHAT YOU PAY FOR 
ice-presi- Mr. deGruchy started with North Our Check No. 87 is a good example. Here the glass on the con- 
Sook and | British in 1924, and after service in the veyor leaving the washing and drying machines is inspected under r 
noted to | home office and in the New England special lighting before moving on t the »mbl Out goe There are two grades 
1 and li- | territory, he — named general agent pe ore 4 ) the assembly room. Uut goes of Safety Glass—one 
. Smith, | of the New England fperaes in 1949. any glass that i is not up to standard. made of polished plate 
ited sec- Pestered Pout Ss b But this is only one of 142 Quality Checks and Controls. All of , pap ecg of a 
uistration | Pastora raises pun . at " ss - 7 PERM or ordinary window 
, g DY them are equally important to you and your policyholders—because gievs, Cate encase ove en thelr 
Relocated Executive they assure: toes, when honoring broken gloss 
t The discomforts of working in crowded 1. Better heat stability 3. Better strength for safety po vioagis ecu vOF eae 
. cities are prompting some companies to 2. Better light stability 4. Better adhesion, glass to plastic ing stencil on each light supplied 
| Casuai- | relocate in suburban areas. The latest : ’ R ; ; “ 
nas bee! | insurance firm to take up new quarters That’s why L°O*F Hi-Test is the best Safety Plate Glass you os — a nag lh 
& Surety | outside of the city where it was for- ean get — anywhere. Libbey*Owens*Ford Glass Company, 9125-B y — , 
> Sory tte Aun Capon / ' 
le. Sory merly domiciled is Associated Reciprocal Nicholas Building, Toledo 3, Ohio. 
is vice- | Exchanges and Arex Indemnity. This 


\merica! | company recently moved from New 


Futrell, | York City to Port Chester, which is 25 NO FINER GLASS THAN HI-TEST SAFETY 


miles‘away. The firm has constructed 


_ 4 three-story building on a twenty acre LIBBEY: OWENS FOR rm, 
nbers ot site. e e D 











as spon Ernest Brown, president of the com- 
son gel- pany, in a recent article published by 
f South | the Urban Land Institute in Washing- 


+ 


ton enumerated the reasons why his 
firm's executives pulled up stakes and 


‘ire and 
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freinsurance 


Few important operations are 
still one-man or one-firm jobs. 
Insurance and Reinsurance are 
exemplars of modern team-work. 
Expansion of our service to 
MULTIPLE LINES 
has made the Employers an even 
more valuable underwriting ally. 


J. B. ROBERTSON, PRESIDENT 


KANSAS CITY 
NEW YORK CHICAGO SAN FRANCISCO LOS ANGELES 
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Winds Blow on Fire Reinsu 


But 1950 Will Be a Good Year 


By KENNETH O. FORCE 


The professional fire reinsurers were 
on Nov. 20 headed for their second best 
year in recent times, with losses for 
the market as a whole about four points 
higher than in 1949, and volume about 
the same as last year and maybe a 
little higher. 

By Dec. 20, enough insurance figures 
were in from the big wind of Nov. 25 
to enable reinsurers to revise their assess- 
ment of 1950 about this way: Instead of 
a combined loss and expense ratio of 
around 87 or 88, it will be approximately 
91, increased on the loss side by the 
storm about four points. This still 
leaves it a good year. 


| Proportionate Cost Not As Great 


The fire reinsurers will pay substan- 
tial sums to their clients who were in- 
volved—and most of them were—in the 
northeast storm. However, the cost to 
them proportionately will not be so 
great as the cost to the direct writers. 
The chief reason for this is retention 
net by many direct writers of dwellings 
and small mercantiles, damage to which 


accounts for so many of the storm 
losses and, in the aggregate, so much 
of the $125 millions for which it will 


hit the business. 

The practice of retaining these risks 
net has grown in the past 10 years. Re- 
insurers expect the trend now to be 
somewhat reversed; more of the small 
risks will find their way into surplus 
treaties. 

The catastrophe reinsurers will be 
hit much harder than those reinsurers 
that confine their writings entirely or 
almost so to surplus reinsurance. It 
has been estimated that the catastrophe 
writers will pay as much as half the 
$125 million, though that is a guess at 
this stage of the post-storm cleanup. 
The bulk of these covers still go to 
London Lloyds, with Excess Manage- 
ment interests and North America the 
principal writers in the U. S. 


Price Tag Will Be Rewritten 
Direct writers will certainly pay more 


|for catastrophe cover next year. They 


will undoubtedly have to retain more 
of an aggregate liability for themselves 
under such contracts. The reinsurers 
themselves will have to pay more, per- 
haps retain more liability, under catas- 
trophe covers that include wind. But 
there is the feeling that reinsurance 
generally is being more appreciated 
today than it was before Nov. 25. The 


| big storm proved its value by putting 


it to the purpose for which it was in- 
tended, spreading the risk. 

Premium volume held up remarkably 
well throughout 1950 for the fire rein- 
surers, and a final tabulation may show 
that there was actually an increase, 
possibly as much as 10%. This was after 
a first half in which premiums declined 
a few points, some say due to bigger 
net retentions by the direct writers 
at least in part. One large professional 
fire reinsurer had a two or three point 
ecline in the first six months, but 
by the end of the third quarter was 
slightly ahead of 1949 for three quarters. 


Volume Will Climb Again 

Volume has been pushed up some by 
the Korean War. Prior to the outbreak 
of that conflict there was a small de- 
cline in premiums for the fire rein- 
Surers, Since then there has been a 
steady if not spectacular pressure from 
inflation and larger inventories and 
amounts of insurance have increased. 

ell informed sources think they are 
justified in predicting that in 1951 the 
volume will continue at least at the 
1950 level, very likely above that. If 
there is all out production for war, 


losses would undoubtedly go up, though 


the inclination is to protect property 


as replacements become more ex- 
pensive and scarcer. 
The rise in losses up to Noy. 25 was 


due mostly to the midwest windstorms. 
Though reinsurers paid out a substan- 
tial sum as a result of the Florida hur- 
the losses there will not be as 


ricane, 
heavy on them as _ originally was 
thought. London Lloyds got a chunk 


of the Florida total through retroces- 
sions. Mutuals are said to have been hit 
hard there. Expenses, of course, have 
risen. 

The argument over spread loss or 
Carpenter plan reinsurance still goes 
on, but the vast majority of the fire 
reinsurance is being written on the 
sliding scale and all hands seem well 
satisfied with it. The commission to 
the direct writer dependes upon its loss 
ratio and varies therewith. There are 
a few flat rate contracts. One of the 
largest fire reinsurers made but one 
of the latter during the past year. Also, 
it is interesting to note, there have been 
few adjustments in the sliding scale 
for those reinsurers that made them 
carefully and fairly at the outset. The 
professional reinsurers are more than 
ever convinced that this is a good ap- 
proach to the writing of business, that 
it has proved itself, if properly arranged. 
They believe the sliding scale has be- 
come a permanent mechanism in the 
business. Direct writers have been get- 
ting top commission because of low 
loss ratios. 


No Effect from Deductibles 


The deductible of the type instigated 
by Chubb & Son is not expected to in- 
fluence reinsurance much. The catas- 
trophe plan of North America, with its 
$100,000 minimum self-insurance, actu- 
ally may result in bringing additional 
revenue into the reinsurance market be- 
cause these risks usually are not insured. 
The reinsurers would just as soon the 
business had a $50 E.C. deductible on 
wind. 

Automobile physical damage _ rein- 
surance written on a quota share basis, 
and there is some of this, likely will be 
down with higher credit restrictions 
and possibly restrictions on the manu- 
facture of automobiles. 

The installment plan of paying term 
premiums is still of concern to the rein- 
surers, but this is largely out of sym- 
pathy with the direct writers. It is also 
largely an anticipated problem. Use of 
the installment payment plan is grow- 
ing, but perhaps more slowly than some 
of its opponents feared. For many di- 
rect writers it deos not yet represent a 
substantial portion of premium volume. 


Many Pay Reinsurer in Full 


As a consequence, most direct writers 
are paying the full term premium to re- 
insurers in cash, and deducting the in- 
terest charge for the installment feature 
for their own account. This saves lots 
of bookkeeping and confusion for di- 
rect writer and reinsurer. It is under- 
stood that most companies that write 
the plan are handling their reinsurance 
in this way. 

One or two have written it on the 
other basis; that is, they have put their 
installment business through to the re- 
insurer as installments. Here the rein- 
surer shares in the interest charge, pro- 
portionately. 

With business going through the di- 
rect writer’s system in accordance with 
the regular term provisions and also 
on the installment plan, some con- 
fusion arises as to which accounts have 
gone through on the installment plan 
and which have not. 

Because the volume proportionately 
is small, it has not been a financial bur- 
den for insurers to pay the reinsurer 
cash for the full term in advance. When 
the volume does reach a_ substantial 
amount, direct writers and reinsurers 


both recognize that the reinsurer then 
will have to go along with the plan 
on an installment schedule. Though the 
plan’s spread is slow, apparently it can- 
not be stopped, and its growth is cer- 
tain. Agents generally have not pro- 
moted the plan but have used it as a 
defensive weapon. The logic here is 
that insured who pays the premium for 
five years or three years in advance, 
has been accustomed to doing so, and 
can afford it, is seldom going to be dis- 
turbed by the agent with the install- 
ment plan. 


No Problem in Multiple Line 


However, the plan may appeal to in- 
sured that has been buying on an an- 
nual basis, especially if the agent is 
uneasy that some other agent will come 
along and offer the plan. Thus when 
the installment plan begins to roll in a 
territory, there is considerable shifting 
of one year business to three and five 
years. In addition, the agent occasionally 
gets from insured word that he no 
longer can afford to pay the five year 
premium in advance and will have to 
go to an annual contract. In cases of 
this kind the agent is likely to whip 
out the installment plan and make a 
deal. 

Multiple line underwriting still offers 
no particular problems to the profes- 
sional reinsurers. This is because there 
has actually been developed as yet only 
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a couple of package insurances. One of 


these is the manufacturers output pol- 
icy, which includes fire and allied lines 
and some casualty coverages like bur- 
glary. However all of the coverages 
in this policy are direct damage cover- 


ages or coverages written by the fire 
companies, Burglary, of course, ap- 
pears in the personal property floater 


and as an endorsement to the fire pol- 
icy. 

It is the inclusion of the third party 
liability coverages that will produce 
a new insurance entity. So far as is 
known the only one that does this is 
North America’s household package. 
This is not the sum of the separate 
items of insurance in the package, as 
so many of the so-called household 
package policies have been. Rating is 
by the package and not by the lines 
included in the package. If an insurer 
wanted reinsurance for such a_ unit 
presumably they would write it and 
keep it in a separate account though 
that would not be necessary. 

Is excess of loss on a self-insurer re- 
insurance, some ask. Of course, the 
idea here is that if it is reinsurance, it 
is unregulated. This plan could have a 
very interesting effect on the fire rate 
structure. It would solve the multiple 
location risk problem. Those firms could 
self-insure for the first $5,000 and pur- 
chase excess of loss in an unregulated 
market. 


Pros and Cons of Spread Loss Plan 


There is considerable opposition in 
the reinsurance field to spread loss. 
Some professional reinsurers are not 
writing it, some are. There is sentiment 
on both sides. Those using it ap- 
parently are convinced it is a fine way 
of leveling out the peaks and valleys of 
loss experience over the years and 
at the same time reducing detail and 
the need for clerical help. Some users 
even go so far as to recommend it for 
its beneficial effect on underwriters; 
they believe it is making genuine under- 
writers out of that division of their 
personnel by placing squarely up to 
them on each item the necessity of de- 
ciding whether the risk is good or not 
on its own merits and not for agency 
reasons. Underwriters no longer can 
escape by saying they will take a ques- 
tionable risk and then turn around and 
saddle their reinsurers with most of it. 

Those opposed to spread loss contend 
it is not really reinsurance, that it is a 
banking operation, that it is not good 
either for professional reinsurers or di- 
rect writing companies. They point out 
that the plan always makes its appear- 
ance in prosperous times, that is, times 
that are prosperous for the fire insurers. 
It cropped up in the ’30s, but did not 
make much headway. 


Relationship a Partnership 


One reason direct writers are 
fascinated by it in good times is that 
when there are underwriting profits, 
the direct writers would like to keep 
as much of them as possible and not 
pay them out to reinsurers. But rein- 
surers believe the relationship with a 
direct writer can exist only when both 
regard the relationship as a partner- 
ship, one that operates in good times 
as well as bad. They point to the under- 
writing losses of the reinsurers not so 
many years ago and explain that when 
the reinsurer shows a loss, the direct 
writer benefits to that extent. The di- 
rect writer should be willing to go along 
in good times and allow the reinsurer 
to put a little fat on his bones. One 
figure shows that over the years the 
reinsurers have made a net underwrit- 
ing profit of less than 2%. 

They say that spread-loss is not rein- 
surance because actually under the con- 


tract the direct writer 
his own losses. It is 
guaranteed profit contract; guaranteed 
that is, to the reinsurer. The direct 
writer pays the reinsurer a substantial 
fee in the form of a loading for the 
service of leveling out losses in case 
they are exceptionally heavy in any 
one year. If the reinsurer suffers losses 
in one year, the contract is adjusted 
the following year so that the reinsurer 
recoups. 


must pay for 
substantially a 


How to Beat the Plan 


The only way that the direct writer 
could get ahead, they say, is to have 
his bad losses in the fifth year, the 
final year of the contract. (Most of these 
contracts run for five years.) The direct 
writer could, if it desired, terminate 
the contract in that year and try to find 
another reinsurer to write the contract 
for the succeeding five years. In this 
way, he might escape paying the ex- 
cessive losses reinsurer has assumed in 
the fifth year. However, reinsurers 
point out that the direct writer would 
have considerable difficulty finding 
another reinsurer to assume the con- 
tract, especially if, which is likely, the 
loss ratio had been adverse for the 
business at large, and other direct 
writers were also attempting to do the 
same thing. 

Those who look askance at spread- 
loss think that the savings are small, 
where real, and at least in part il- 
lusionary. The direct writer must re- 
tain a reinsurance department to handle 
reinsurance which cannot be taken care 
of by the excess of loss contract and 
also to accommodate facultative rein- 
surance needs. It must retain a sound 
corps of underwriters. There is some 
clerical help eliminated along with the 
detail, but in comparison to the losses 
that could be sustained in a heavy loss 
year, this clerical cost is minor. 


Cut Reinsurance Capacity 


If there is a big switch to excess 
of loss by the fire direct writers it 
will tend to decrease the capacity of- 
fered by reinsurers, it is argued by op- 
ponents, because the direct writer pays 
his own losses, and in an effort to hold 

(CONTINUED ON PAGE 35) 
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Reinsurers Profit Little. Serve Much 


December 28, 1959 


W. J. Langler, Northeastern, Has No Vote for Spread Los; 


The following is the substance of a 
talk on treaty and spread loss reinsur- 
ance given the Insurance Accountants 
a by William J. Langler, president 

Northeastern of Hartford. 

“My talk will be restricted to treaty 
reinsurance, its practice and perform- 
ance, with which I have been closely 
associated for nearly 50 years, with com- 
ments intended to be helpful and con- 
structive upon the only substitute which 
seems to have made any headway at 
all over the years. In 25 years from 
1924 to 1948 inclusive the insurers have 
given to 14 professional treaty rein- 
surers slightly over $1 billion in net 
premiums. What happened to it? 

This liability which transferred by 
reinsurance represents an amount in ex- 
of that which the policy-issuing 
company desires to retain at its own 
risk on any particular subject of insur- 
ance. Of cotyse, the company could 
turn back this surplus to the agent or 
general agent who produced the busi- 
ness and forder it cancelled or locally 
reinsured but such action would speed- 
ily antagonize the producers and rap- 
idly Jead to termination of the agency 
or general agency contract. 


is 


Cess 


Dependence on Capacity 


Thus the production of business by 
the direct writing company is virtually 
dependent upon making available to pro- 
ducers a capacity for the acceptance of 
policies in amounts considerably in ex- 
cess of those which the company desires 


to retain at its own risk on individual 
‘properties. It could not possibly enter 
into any such undertakings unless it 


had previously arranged for the automa- 
tic cession of the surplus liability to 
one or more reinsurers. Consequently, 
the indispensability of reinsurance is im- 
mediately established a prerequisite 
to the operation of a direct writing com- 
pany. Without it, the latter would find 
it virtually impossible to secure agents 
or general agents to produce business 
and promote the company’s develop- 
ment. 

Treaty reinsurance seems to have had 
its inception in England and in Europe 
about mid-19th century. In any event, 
its development was pushed by the Eu- 
ropean companies. Munich Reinsurance: 
entered the United States in 1898 as a 
professional reinsurer and prior to that 
date had been operating American 
treaties with Aetna Fire and Springfield 
direct with Munich in Germany. My 
own connection with the Munich dates 
back to 1902. That company was 
formed in 1880 and other companies in 
Europe had earlier dates of organization. 
Consequently, the system of treaty re- 
insurance has had a century of indis 
pensable usefulness. 


Knew S.F. Liability at Once 


early treaties, and up until 1917 
were almost ex- 


as 


Those 
to my own knowledge, 


clusively based on an order of prefer- 
ence, such as a one line surplus treaty. 
That meant a single line and not a 


group line, also agency reinsurance was 
only permitted in exceptional cases. At 
that time, “first surplus” meant what it 
said and was exactly that and was oblig- 
atory in its cession and acceptance, if it 
conformed to treaty conditions. In that 
period a full reinsurance bordereaux was 
rendered, which made it possible to card 
individual risks, map liability and retro- 
cede individually all amounts in excess 
prescribed limits. By this method 
which was in operation in 1906 at the 
time of the San Francisco earthquake 
and fire, it was possible for the Munich 
London effice to determine without de- 
lay from the maps what its liability was 
in the ravaged district and what was 
its sources. With this material available 
the Munich was enabled to cable the 
companies concerned and place at their 
immediate disposal a sum approximating 
he estimated This.made a great 


of 


tire loss 


impression on company’ executives, 
many of whom were facing serious 
financial problems arising out of the dis- 
aster and undoubtedly was _ indirectly 
of great advantage in the development 
of professional reinsurance. 

These reinsurance treaties in their 
automatic first surplus coverage were a 
to the companies as an alter 

the facultative system and, 
they sold like hot cakes. How- 
ever, first surplus treaties still left lia- 
bilities to be disposed of, so naturally 
there developed second and third sur- 
plus treaties, etc. With the entrance 
of the United States in the first world 
war in 1917 many European professional 
reinsurers in, this country became enemy 
aliens and the deluge of business thrown 
upon the market in 1917 can be better 
imagined than described. 


Godse nd 
native to 
of course, 


Bordereaux Disappear 


Out of that situation reinsurance pools 
lines 


were created of several capacity, 
each reinsurer taking its percentage in- 
terest, usually based on its relation to a 
a line or retention—such as a half-line 
or quarter-line. Instead of single bor- 
dereaux of risks for each surplus line 
there were prepared pool bordereaux, 


of which a participant took a percentage 


share. The second war pretty well dis- 
posed of the typewritten form of bor- 
dereau, which had been gradually giving 
way to a bordereau prepared by tabulat- 
ing cards, until now treaty reinsurers, 
except when a large loss occurs, know 
little or nothing about the individual 


risks to which they have been percent- 
age-wise committed. In reinsurance to- 
day we are fast knowing less and less 
about more and more. 

In a gencral way the fire group rein- 
surance picture narrows down to 5 
types: 1. Obligatory, automatic, first, 
second and occasionally third surplus 
treaties of a pool type averaging perhaps 
a 10 line capacity in total or more. 2. 
Facultative offers. 3. Quota share 
treaties. 4. IExcess of loss and catas- 
trophe Carpenter or spread 
loss covers. 

The inland marine business is very 
largely conducted along the lines of ex- 
of loss or spread loss covers but 
there are occasional surplus treaties with 


covers. 5. 


Cess 


very large line capacity, which no pro- 
fessional reinsurer likes. 
The ocean marine business seems to 


be variously dealt with on the basis of 
British excess of loss covers, some quota 
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share arrangements and surplus line 
treaties, much as in the fire business 
Automobiles are probably more sub- 
ject to protection by excess of loss con- 
tracts than by surplus reinsurance be- 
cause the individual car is usually with- 


in the retention limit of the ceding com- 
pany, but there are surplus cessions in 
connection with fleets and dealers, buses 
and trucks and commercial vehicles. 

Aircraft business appears to be largely 
handled on a pool basis between direct 
writing companies, with London Lloyds 
excess of covers for catastrophe 
protection. 

The evidence is inescapable that rein- 
surance is an indispensable associate of 
insurance. Every company doing busi- 
in the U. S. has reinsurance ar- 
rangements in force of one kind or an- 
other, either of the forms earlier referred 
to or in the manner of pooling agree- 
ments between certain direct writing 
companies associated in exchange opera- 
tions of some kind. Similarly there is 
ample evidence that the various types 
of reinsurance are universal in their util- 
ization in one form or another. In 
general, wherever you find insurance, 
right alongside you will find reinsurance. 
25 Year Reinsurer Record 

The insurance business does not play 
Santa Claus to the reinsurance business 
as shown how 14 professional rein- 
surers fared the 25 years, 1924 to 1948, 
inclusive. These 14 companies were op- 
erating in 1924 and continuously oper- 


loss 


ness 


1s 


ated through 1948. Some have changed 
their names in their transfer from for- 
eign to domestic domicile. 


have made an extremely valuable cop. 
tribution to the national development o; 
the insurance business. Their reward jp 
25 years of 1.2% on earned premiums oj 
$974,962,505 proof that they have 


is 


done what was required of them at a | 


j 
| 


very small margin of profit, which als 
means that from a commission angle 
they have contributed every dollar oj 
cost the ‘business would stand and more 

In consideration of the indispensable 
character of the service rendered nobody 
can claim that the rewards have bee 
extravagant or for that matter even > 
quate and anybody can understand wh 
it will be difficult to persuade individuals 
to invest money in an American reinsur. 
ance company, 
company can show better prospects thar 
a profit of 1.2% in years. Ceding 
companies have not suffered by reinsur- 
ing with the professional group. The 
latter have been wholly 
contributing toward the acquisition cost 
(and associated expenses) allowances 
that have demonstrably represented “al 
the traffic will bear’, with the result 
that there does not exist anything ever 
approximating a backlog of profit accv- 
mulated over the years. 


Richly Deserved a Good Year 


Companies operating profitable treaties 
are now getting a larger proportion than 


9 
25 














For 25 Years—All 14 Companies Combined 
5 oe 
Prem. Losses In Exp. to 
Written Prem. Earned Incurred Und. Exp. Inc. to E. P. P.W. Total 
$1,023,261,993 $974,962,505 »7,417,408 $425,317,532 57.2 41.6 98.8 
All 14 Companies ( ombined in Series of 5 Years 

207,191,414 127,445,882 80,235,166 61.5 37.1 98.f 
185,072,411 97,845,880 73,589,072 52.9 43.1 96.1 
141,344,297 68,829,039 67,267,451 48.7 95.2 
178,468,511 101,839,682 80,934,408 58.7 42.5 1012 
301,205,967 267,885,872 161,456,925 123,291,435 60.3 40.9 1012 
Experience of direct writers in the ever of the margin above management 
last 10 years when the composite ratio expenses left to the treaty reinsurer by 
of 14 professional reinsurers was 101.2%, means of the commission adjustment 
for 236 companies writing about $124 feature or are getting a flat rate as hig 
billion and earning about $1114 billion as is bearable plus a contingent. If the 
was earned premium loss ratio 49.04%. professional group had a good year in 


expenses 45.82% and composite 94.86%, 
a full 64 percentage points better than 
the 14 reinsurers. 


1.2% for 25 Years Work 


g ain of 1.2% from underwrit- 
work can hardly be called 
a gold mine. Ceding companies are not 
giving away business they might have 
kept. It pays to reinsure. The profes- 
sional group has obviously made a bare 
existence and for the last 10 years of the 


\ total 


ing 25 y ears’ 


exhibit had to encroach on investment 
earnings to do it. It surely had coming 
to it the better experience in 1949, for 
which it will eventually and without 
doubt be called upon to pay in terms 
of commission adjustments and contin- 
gents. 

Relating these results to the nation’s 
history: 1924/28 was the low point to 
the foothills of the peak; 1929/33 was 


peak to the depths of the depres- 

1934/38 was the slow period of re- 
covery; 1939/43 were the war years or 
preparing for war; 1944/48 were the 
final war years and the drive for recon- 
version. 


the 
sion; 


These figures include ocean marine, 
war and inland and were prepared in 
partial response to a question from my 
directors as to what the future was for 
a professional reinsurance company. 

It is quite impossible to find out what 
happened to the excess of loss and catas- 
trophe covers or the Carpenter or spread 
loss covers included therein, because the 
bulk of that business goes to London 
and cannot be ‘traced. 

Within their limited sp] rere and finan- 


cial position professional reinsurers 


1949 it richly deserved it. 

For professional insurers the watch- 
word is utmost good faith. Under pres- 
ent conditions they get virtually nothing 
but monthly accounts and reserve ta) 
ulations to represent premiums and re- 
turn premiums and nothing but very 
restricted material with respect to losses 
—often nothing remotely resembling 
itemized details capable of analysis other 
than brief information with respect t 
pool losses of $2,500 and over, and mort 


frequently it runs to a higher figur 
than $2,500. No audits, no bonds, not! 
ing is asked except “the utmost goo 
faith.” 

Transactions between ceding com- 
panies and treaty reinsurers reflect the 
highest credit upon both branches © 
an industry that are absolutely indis 
pensable to each other. It would be 
difficult to find evidence of the slightest 


breach in their mutual responsibility 


— 


SPREAD LOSS COVER 








can be called 
treaty Tre 
thoug 
hbecaus 


The only method which 
competitive of the system of 
insurance is spread loss cover, 
I do not regard it competitive 
it does not offer similar services. 
sure nobody considers it the equivalent 
of first surplus reinsurance. Whereas 
the latter covers all the graduations © 
retentions from the minimum to the 
maximum, spread loss cover is distinct 





ly a method with definite limitations 

As I understand it, the formula pr 
vides that you furnish the amount ‘ 
the losses vou have sustained of tht 


(CONTINUED ON PAGE 35) 
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Inflation Causes Inequitable 


The reinsurance experience on bodily 
injury liability for the past five or six 
years is apparent from the published 


figures. 

There are two causes, but the prin- 
cipal one is the increased loss cost. 
As far back as 1943, the reinsurers’ 


profits on bodily injury liability began 
to dwindle and a survey of the situ- 
ation, at that time, indicated that bodily 
injury losses were costing considerably 
more than they had in the past. True, 
we had inflation at that time and the 
cheapening of the dollar and with the 
degree of prosperity among the civilian 
population, cases simply could not be 
settled at reasonable figures. In the last 
two or three years there were times 
when reinsurers thought the situation 
was leveling off insofar as costs 
were concerned, but in every case it 
happened to be only a temporary situ- 
ation and with the increased inflation 
in the last few months and the probable 
still further increase, the situation ahead 
will, in all probability, be more severe 
insofar as loss costs are concerned. 


Eccentric Effect of Inflation 


Inflation has affected reinsurers much 
more adversely than primary companies, 
because the primary company’s reten- 
tion still puts a reasonable ceiling on 
their loss, whereas the reinsurance com- 
panies, with much larger retentions, are 
in the more serious cases absorbing all 
of the inflation. Multitudes of claims 
are now reaching the reinsurers that 
under normal times did not affect them 
at all. 

The other element which affects the 
reinsurance experience is obviously the 
rates. The underlying rates on which 
reinsurance premiums are produced 
have ben changed from time to time 
and every time the underlying rate is 
changed ,the reinsurance premium is 
changed. If the underlying rates are 
reduced, the reinsurance rates are auto- 
matically reduced. 

The professional casualty reinsurars 
have been continually increasing rein- 
surance rates for the last three vears, 
but none has yet attained a rate level 
that will cope with the existing loss 
cost situation. In many cases when a 
rate increase with a primary company 
was attempted, the attitude of the pri- 
mary company was wholly defensive on 
the theory that in the past the rate had 
been sufficient and that conditions 
would, in all probability, improve and 
the rate would again be adequate. This, 
reinsurers think, was largely wishful 
thinking on their part and in some cases 
not necessarily sincere. In the last year 
or so, the attitude of the primary com- 
panies has improved in that respect, 
in that they seem to be convinced now 
that high loss costs are here to stay, 
at least that there no improvement 
in sight in the foreseeable future and 
they are more receptive to rate adjust- 
ments. 


loss 


is 


Division Not Equitable 


The conditions in the last few years 
have thrown completely out of gear 
what in the past was considered an 


equitable division of the premium be- 
tween the primary company and the re- 
insurer and it will, undoubtedly, take 
some period of time yet for the rein- 
surers to reach the proper level. There 
has hardly been one instance where 
a rate increase has proved excessive, 
but in nearly all cases, the primary 
company hedges on the question on the 
theory that they are afraid the rate 
requested by the reinsurer will prove 
excessive in the future. All this, not- 
withstanding the fact that the rein- 
surer has been losing money on the 
account for several years. 

_ Since bodily injury is one of the ma- 
jor lines in the casualty business, it 
simply doesn’t make sense that a rein- 
surer can go on year after year losing 


plit 


Casualty Reinsurers’ Stockholders Lose Patience 


substantial amounts of money on the 
class. In many instances, primary com- 
panies take the position that, regardless 
of conditions in the reinsurance busi- 
the primary company itself must 
have a profit in the excess limit portion 
of the policy, by way of a ceding com- 
mission, or a net rate low enough to 
give them the same result. They don't 
seem to realize that they must have 
reinsurance facilities in order to pro- 
vide the facilities to their own assured 


ness, 


and, whereas it seems they should be 
content to break even on the excess 
limit portion of a policy, particularly 
in times when reinsurers are losing 


money, they still want to make a profit 
on that portion of the policy on which 
they have no liability whatever. 


Stockholders Lose Patience 


It would seem that, up to this point, 
both directors and stockholders of casu- 
alty reinsurers have been very patient in 
the matter, but how long a time can 
that continue? A reinsurance company 
can easily dissipate several million dol- 
lars of its assets in carrying on with 
accounts that are losing them money 
vear after year. They do this, of course, 
with the long-range view, but the view 
of the reinsurers, generally, is chang- 
ing to the effect that they are going 
to be unwilling to carry some accounts 
much longer unless the rates can be 
adjusted to a point where the rein- 
surer can expect a reasonable profit. 

A good many primary companies are 
viewing the matter all too complacent- 
ly and seem to think it is a problem 
confined to the reinsurance companies 
alone, which thinking is entirely wrong 
because it is just as much their prob- 
lem as anyone else’s if the reinsurance 
market is to hold up. 


It Is Everybody’s Problem 


So long as we are confronted with an 
economy under which the dollars are 
so cheap and judges and juries are so 
free with the insurance company money, 
it becomes everybody’s problem and 
much a problem for the primary 
company as for the reinsurers. The pri- 


as 


mary company alone is responsible for 
the underlying rate structure on which 


reinsurance are dependent 
and, generally speaking, I think the pri- 
mary companies have treated all too 
lightly the question of reinsurance when 
considering underlying rates. Some of 
the profit which has appeared in a 
primary company’s column in the last 
few years must eventually go over into 
the reinsurance column if they are to 
have reinsurance facilities, but when 
they go to make rates and appear be- 
fore rating bodies, they seem to lose 
sight of this fact entirely. 

Source of Relief 


Many primary companies have ex- 
pressed themselves as wondering why 
the reinsurance companies haven't done 
more to increase the rates in the ex- 
cess limits brackets, but they don’t 
seem to realize that a reinsurance con- 
tract is a private contract between two 
corporations and when the reinsurer 
goes to a rating bureau or an insur- 
ance department to complain about ad- 
verse reinsurance experience, the rating 
body or the department immediately 
informs the reinsurer that their con- 
cern is the amount of premium that is 
being collected from the public, and 
not what is being charged under pri- 
vate contracts between two corpora- 


premiums 


tions. Where, then, does a reinsurance 
company go for relief except to the 
primary companies, who must carry the 


fight to collect more for excess limits 
from the public? Most primary com- 
panies fail entirely to realize this situ- 
ation. 

Coupled with the adverse experi- 
ence, there has been a continuing trend 
and demand for higher limits of cover- 
age, the premiums for which are in no 


way commensurate with the risk in- 
volved. ; 
Liability other than automobile a 


few years ago was a profitable line for 
the reinsurers, but that is fast becoming, 
in fact is already, a problem line, also. 

So far as rating is concerned, where 
experience rating, merit rating or fleet 
discounts are used, they are also ap- 
plied to excess limits. It is believed the 
reinsurers appreciate that it would be 
a tremendous problem for the primary 
companies to do it otherwise, how- 
ever, the theory of applying fleet dis- 
counts or experience credits of any 
sort to limits in the higher brackets 
is completely wrong, because after all, 
the higher brackets represent catastro- 


phe losses and the premiums in those 
brackets is small and should be used 
for cushioning against excess losses 
when they come along and nowadays 
they are coming along all too  fre- 
quently. 
Lawyers Reap Harvest 

Plaintiff's lawyers, in general, have 
reaped a harvest out of the situation 
and from all appearances will continue 
to do so. 


Summing up, for bodily injury the en- 
tire reinsurance rate level as compared 
to the existing loss level is completely 
out of line and the primary companies 


must realize it and do something to 
correct the situation if reinsurance fa- 
cilities are to be maintained. 


The reinsurance companies have prob- 
ably been too lenient in their demands 
for rates, but this can be explained by 
the fact that the well managed and 
conscientious reinsurer views the rein- 
surance treaty as a long standing re- 
lationship and is naturally hesitant to 
terminate contracts that have been in 
force a long time, but there is a limit 
as to how long they can subsidize the 
primary company on excess limit cover- 


age, because stockholders of reinsurance 
companies will not stand still to being 
Santa Claus forever. 


Workmen’s Compensation 


The condition of reinsurance in work- 
men’s compensation is extremely diffi- 
cult because of the tremendous increase 
in benefits over the past several years. 

In a large number of states, un- 
limited medical coverage granted, 
which in itself has been catastrophic to 
reinsurers. In times past, death or in- 
jury of one person did not, necessarily, 
involve the reinsurer, but under today’s 
conditions with unlimited medical and 
tremendously high hospital and nursing 
expenses, injury or death of one person 
can be a catastrophic to a rein- 
surer. It is not unusual now for rein- 
surers to post a reserve of $100,000 or 


is 


loss 


more, all in connection with injuries to 
one person. This is usually in con- 
nection with paraplegics, where there 


is total disability resulting from paraly- 


sis. In the past, the expectancy of 
these cases was limited, but with all of 
the new drugs of today, those cases 


are continuing to hang on and approach 
a normal expectancy. 

The primary companies, as a whole, 
have in the last few years had at least 
close to satisfactory, if not satisfactory 
results in compensation, whereas rein- 
surers have all lost a substantial amount 
of money on the line, all of which means 
that some of the profit which now ap- 
pears in the primary company column 
must be transferred to the reinsurance 
column if the primary company to 
continue to have reinsurance protection. 
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Matter of Negotiation 


The compensation rate is an 
rate and not divided between 
and excess limits, consequently, 
matter of negotiation between the re- 
insurer and the primary company as 
to how much of the rate is to be used 
for reinsurance protection. Notwith- 
standing the fact that the reinsurers are 


overall 
primary 
it is a 


losing money on compensation, the pri- 
mary companies completely overlook 
that fact when they consider rating 
problems, whereas they should realize 
that reinsurance costs are going up and 
the rate level should be maintained at 
the point where there is enough to pay 
the reinsurance losses as well as the 
primary company losses. Here, again, 
the primary companies are all too com- 
placent about the matter and should be 
more active in doing something about it 


unless they want to give up some of 
the profit which is now in their column 
to the reinsurers. 


Reserve Question Arises 


One of the most difficult problems 
in reinsurance of both bodily injury 
and compensation is the determination 
of a reinsurer’s loss as of any given 
date, this because of the fact that many, 
many bodily injury cases are in litiga- 
tion, the outcome of which is, of course, 
uncertain. As respects compensation, 


the eventual cost of a 
entirely 


case is dependent 
upon the injured man’s prog- 


ress and life span. When reinsurance 
rates are negotiated or adjusted, the 
amount of the reinsurance company’s 
losses up to that time are always the 
bone of contention and in far too many 
cases the primary company takes the 
position that the losses will settle out 


at amounts much less than he reinsur- 
ance company reserves. The primary 
eompanies in many cases apparently as- 
sume that they know as much about the 
eventual cost of large casualty losses 
as do the reinsurers, notwithstanding 
the fact that the reinsurers have been 
dealing with these situations for years, 
whereas the average primary company 
has very limited contacts with them. 
The primary company seems to think 
that the reinsurers should be willing 
to put their assets on the line, based 
on the primary company’s judgment and 
the average reinsurer is fast 
approaching the feeling that if the rein- 
surer’s assets are going to be put on 
the line, the remuneration for doing so 
is going to be based on the judgment 
of the reinsurers themselves. 

Here is a list of representative losses, 
both as respects bodily injury and com- 
pensation, which serve to illustrate the 
high loss cost situation. 


BODILY INJURY LOSSES 


1. Collision of truck and fire engine 
—injured fireman allegedly received 
serious mental injuries, but defense pro- 
duced testimony that claimant could 
resume his duties as a fireman. After 
a brief deliberation the jury returned 
a verdict of $225,000, which was later 
compromised by the assured for 
$186,000. 

2. Claimant’s car collided with truck 
which had stopped to check lights and 
was putting out flares. Injuries to driver 
and guest and guest’s case settled for 
$15,000 after driver had indicted him- 
self for contributory negligence during 
cross examination. More than a year 
later, driver brought suit and obtained 
verdict for $20,000 despite previous ad- 


mission of contributory negligence and 
the total for the two cases was $35,000. 

3. Twenty year old driver skidded 
on icy road and struck tree. The 17 
year old girl accompanying him re- 
ceived serious fractures of both legs. 
The jury returned a verdict of $65,000 
for the girl. 


4. Collision of automobile with black 
railroad gondola car blocking highway 
resulted in fractured leg of guest. Rail- 
road refused to discuss settlement of 
reasonable amount and later a verdict 
of $35,000 was rendered against both 
defendants. 

5. Truck on 
sideswiped by 


own side of road 
car, resulting in loss of 
arm for other driver, but driver ob- 
tained verdict of $65,000 despite cir- 
(CONTINUED ON PAGE 36) 
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veraging in Fire Insurance an 
the Part of Reinsurance 


Not the least interesting part of the 
work of a reinsurance man in his rela- 
tions with many insurance offices are 
the functions of an actuary that often 
fall to him, particularly in fire insur- 
ance. In these cases, reinsurance is not 
just a matter of negotiating a contract 
according to one of the patterns in a 
book. It goes back into the primary 


operations of conducting a balanced and 
safe account. This is, of course, quite 
logical, because reinsurance is an essen- 
tial part of such operations and only 
mistakenly a casual matter of hedging 
some risk at a profit. 


] have been asked on several occa- 
sions, “Is there a definite point at which 
a company should reinsure?” Now this 
question reveals a vagueness not with 
the functions of reinsurance but with 
the underlying steps by which the law 
of averages is made to work in insur- 


ance, for, of course, there are very pre- 


cise points where reinsurance must 
enter in the operations of averaging. | 
shall try as far as I can in the scope 
of this article to present a brief con- 
nected outline of the mathematical back- 
ground of averaging in the case of fire 
insurance. 


Rate, Line and Spread 


There are three factors which time 
and experience have made_ universal. 
They are rate, line, and spread. And 
they are of equal importance in a small 
account or in a large one. Indeed, to 
repeat an observation of mine that has 
already been quoted in THE NATIONAL 
UNDERWRITER, I know of no reason why 
a centralized or state insurance fund 
can operate better than divided funds — 
even divided to the degree of the many 
small companies in the middle west — 
and I know several forceful reasons why 
divided funds can operate better than 
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fund. Behind these rea- 
sons lies the fact that with the proper 
use of Rate, Line and Spread, averaging 
can be accomplished in quite a small 


a centralized 


compass of risk. Let me examine the 
I. Rate. 
The extension of a wide scale of 


ratings has proved thoroughly sound in 
equity, expediency, and also in averag- 
ing. It means that risks of a like sort 
support their own losses, and this has 
made most individuals rate-conscious. 
As a result, an enormous force has been 
created making for the gradual diminu- 
tion of losses and the lowest level of 
rates to support losses. Such measures 
sprinkler protection owe most of 
their development to divided rate classi- 
fications and the opportunity thereby 
afforded of making immediate: savings 
in recompense of added outlay. 


as 


Makeup of Fire Rate 


A fire insurance rate is principally 
made up of two parts (a) provision for 
outbreaks of fire and (b) provision for 
total and near-total losses. The first 
contributes very much the greater num- 
ber of losses, but gives us little concern 
in averaging. Over 80% of the number 
of fires are outbreaks of fire costing less 
than $500 apiece. And this proportion 
is astonishingly steady. In Prentiss 
Reed’s valuable handbook on Fire Un- 
derwriting the reader will find figures 
collated by Western Adjustment & In- 
spection Co. of results in 13 mid-western 
states for a period of five years before 
the war, and these show that out of 
359,676 losses, 289,028 were under $500 


each. At the other end of the scale 
there were 2,916 losses over $10,000 
each. But the huge total of 289,028 
small losses cost barely a quarter of 
what the 2,916 large losses cost. Losses 
under $500 numbering 80.3% of the 
total cost only 10.8% of the total 
amount, whereas losses over $10,000 
numbering .81% of the total, cost 38.5% 


of the total amount. Less than 1% of 
the total number of losses accounted 
for nearly 40% of the total loss cost. | 

This feature of fire underwriting 1s 
always to be found. In Mr. Reed’s book 
there are also figures collated in New 
Zealand showing the same feature, while 
I have some post-war figures of losses 


in the middle west showing the same 
thing even more contrastingly. Over 


81% of the total number of losses have 
been under $500 each but have cost less 
than 10% of the total loss-cost, while 
1.5% of the total number of losses have 
been over $10,000 and have cost 50.6% 
of the total loss-cost. 


Disproportionate Part 


This feature can be traced through 
every range of losses down to $500, in- 
dicating that at every range of values, 
it is total and near-total losses that 
make up a disproportionate part of the 
loss cost. 

We can relate these figures to our 
knowledge and experience. We know 
that many sprinklered risks have as 
many outbreaks of fire as saw mills, but 
fewer total losses by far. Now the fed- 
eral department of insurance in Canada 
collates figures for the whole of Canada 
in 21 different classifications, and in the 
latest figures covering the four years 
1945-1948 has very usefully calculated 
the actual burning cost on insured val- 
ues in each classification. On all 
sprinklered risks, of whatever nature or 
occupancy, the annual burning cost over 
the whole of Canada over four years 
was only 13 cents per $100, whereas on 
saw and shingle mills the annual burn- 
ing cost was $3.03 per $100. It is very 
clear that total and near-total losses 
cause rate differentials and control the 
fortunes of fire insurance accounts. 

But now, when we say that a dwelling 
is rated at .20 C.% or a lumber yard 


By J. H. LEA 


at 1%, what do we mean? Do we 
mean that the dwelling has an expected 
span of life of 500 years, and the lum- 
ber yard 100 years? That we cannot 
mean. Most dwellings we hope, will 
not burn down at all, and will be aban- 
doned or rebuilt in much less time than 
500 years. Some may even outlive 500 
years. And the fewer number will burn. 
Even in the case of lumber yards, there 
must be some that pass into retirement 
without a total loss. Do we mean, then, 
that there is roughly a total loss or 
near-total loss of one dwelling in every 
500 dwellings every year, and one lum- 


ber yard in every 100 every year? This 
is nearer the mark but only partly 
home. In some areas, that may ap- 


proximate to experience in the case of 
dwellings, but only in some areas. And 
never in the case of lumber yards. A 
dry, hot summer, and sparks will fly 
and lumber will burn. The losses on 
lumber will always vary from year to 
year, and vary considerably, and to some 
degree this is true of all risks. 


Trial and Error 


The truth, of course, is that insurance 
rates are determined by trial and error 
over a number of years, embracing in 
some cases substantial losses in some 
years and comparative freedom from 
losses in others. I am not sure that 
the time range is as short as five years. 
It may even be longer than this. At any 





This article was written at the request 
of THe Nationa, UNDERWRITER by J 
Lea of J. H. Lea & Co., Inc.. reinsurance 
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a large firm of brokers at Lloyds, and in 
1949 set up his own office specializing in 
reinsurance. He is a member of Chartered 
Insurance Institute, Insurance Institute of 
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rate, in a great many classifications 
there is a considerable element of peri- 
odic frequency of losses, and this is a 
most important element in averaging. . 

Let me show how real a matter peri- 
odic frequency is. I turn again to the 
excellent Canadian figures showing burn- 
ing costs. Lumber risks throughout 
Canada in four years showed a burning 
cost of 43 cents per $100 on insured 
values and on the prevalent ratings pro- 
duced profitable results. But in one 
year out of four, the burning cost was 
only 3® cents per $100 and in another 

year 81 cents per $100 and it is evident 
that the prevailing rates could not sup- 
port a burning cost of 81 cents per $100. 


Wide Variation in Oil Risks 


Oil risks showed an even wider varia- 
tion, with a loss cost of 15 cents pet 
$100 in one year out of four and 71 
cents per $100 in another, averaging 
over four years at 44 cents per $100 
but as the prevailing rates appear to be 
lower than for lumber risks, they could 
certainly not support the peak burning 
cost amounting to nearly five times the 
lowest burning cost in a single year. - 
varying element of periodic frequency 
also shows in foods and_ beverages, 
churches, flour and cereal mills an 
elevators, mining risks, miscellaneous 
non- manufacturing risks, and, of course, 
many manufacturing risks. Evidently, 
in regard to periodic frequency, a fire 
insurance rate means different things in 
different circumstances. 

But a fire insurance rate also means 
different things in different circum- 
stances in other respects than periodic 
frequency. A rate dare never be fre- 
garded automatically as the true meas- 
ure of risks in any limited range OF 

(CONTINUED ON PAGE 32) 
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Less Reinsurance Placed 


Facultatively 


Reins Club Members 
Discuss Problems 
of the Year 


NEW YORK-—It is not possible to 
estimate the volume of business, some 
of it of only No. 2 quality, which is 
placed facultatively on the streets here 
each year. But it is a substantial total 
and its placement enables the companies 
to operate with a good deal more flexi- 
bility than would otherwise be possible, 
to maintain good relations with their 
agents accepting from them large gross 
lines, and, what seems almost a universal 
objective, “protect their treaties.” 

In the nature of the business as it 
is presently set up, all reinsurance activi- 
ties of the companies, the burdens the 
companies assume in this way, in way 
of work, expense, etc., make it that 
much easier for the agent to function. 

Each year the Reins Club, which is 
the business and social organization of 
those who devote their time to placing 
business facultatively, devotes one of its 
meetings to a discussion of the kind of 
problems its members have. At the 
meeting this year, Ben Blewett of Con- 
tinental, the president, conducted affairs. 
There has been considerable effort to 
strengthen the organization, and one 
way in which this is planned will be to 
increase dues substantially. James J. 
Ratchford, Prudential of Great Britain, 
was named chairman of the committee 
on this matter. The club expects to 
have casualty reinsurance placers as 
members as multiple line underwriting 
develops, and its roster should increase. 


Difficult Lines to Place 


The kinds of business the placers 
have difficulty placing, from year to 
year, constitute a kind of tested index 
to what the companies regard as objec- 
tionable in an underwriting way. Among 
the items that were not easy to get 
other companies to take in 1950 were 
plastic manufacturing risks. Underwrit- 
ters don’t object to injection moulding 
type of operation. They have a speci- 
fied amount they will accept. However, 
this is not so of the high process type 
of plastic manufacture or processing. 

In general, insurers do not like to as- 
sume low rated risks facultatively; that 
is, those developing a rate of 10 cents a 
year or less, or 25 cents for three years. 
There is one exception to this, builders 
risk, which the underwriters regard as 
extremely non-hazardous. On low pre- 
mium business the companies don’t get 
enough money to take a chance. Also 
expense of ‘handline. percentagewise, 
rises with the smaller dollar total. It 
is a little bit the same problem that the 
agent has in handling a premium of $30 
or under without losing money. 

There has been an increase in the 

offerings of use and occupancy since the 
government clamped down on construc- 
tion, particularly in the amusement field. 
There is a certain amount of concern 
about U.&O. generally, especially if a 
risk uses special machinery that would 
be difficult to replace in a war economy. 
The old question, which became so fami- 
liar in the early stages of the second 
war, has again cropped up, how long 
will it take insured to get back into 
business? 
_ If the policy is a term one payable 
in installments, it is almost impossible 
to place a piece of the business faculta- 
tively. The taker demands the full pay- 
ment in advance. Many companies sim- 
ply refuse to handle the accounting, bill- 
ing, and other detail of the installment 
plan via reinsurance. If the policy carries 
the replacement cost endorsement, com- 
Panies don’t like to take a piece of it. 

Few companies will write the auction 
form on tobacco barns. Here again it 
1s a question of low premium. One 
man said his company got $13 for $100,- 
000 of coverage and had a loss of $49,000. 


in 1950 


It will never get its money back. The 
policy is in effect only a short time, but 
during that period large values are ex- 
posed, many people are about, there is 
much smoking, etc. 

Currently considerable whisky is not 
being insured. Most of this consists of 
stocks in rack warehouses which con- 


tain tremendous concentrations of value 
“all subject.” Many companies will not 
even put it on the street because they 
know there is no market for it. They 
keep their capacity for their own pro- 
ducers by not parceling out some of 
it facultatively and having to assume 
liability for other companies in return 
for the favor. 

Unsprinklered woodworkers of course 
are not popular. Neither is reporting 
form A. Many companies won't take 
the latter coverage because they are not 
members of the Multiple Location Serv- 
ice Office. In general unprotected busi- 


REINSURANCE REVIEW 


e 
25 
ness is not looked on with favor. Bowl- 
ing alleys still are hard to place, metal 
workers are regarded with disfavor be- 
cause they are doing a lot of baking and 
spraying. 

Asked what risks are easy to place, 
most agreed on builders risks, public 
utilities, schools (except unprotected), 
churches, and heavy machinery. 

What happens to the business that 
simply can’t be placed facultatively? 
Under these circumstances, the company 
increases its net retention, it sends it 
back to the agent for him to place, or 

(CONTINUED ON PAGE 36) 
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GLOOM IN CASUALTY FIELD IS SOMEWHAT RELIEVED IN 1950 


Prospects Are Not Too Favorable 


are still not 
are a lot better off 
than they were a year ago. Instead of 
having a substantial. underwriting 
as they did on 1949 business, their 
ments for 1950 generally will 
minor underwriting losses; some 
show a small gain. For 
reinsurers that write a 
fire reinsurance, or that have fire run- 
ning mates, the combined statement for 
1950 will look pretty good. 

One large reinsurer reports that losses 
have not declined in dollar amount, but 
he is getting in more premiums. For 
the market as a whole, workmen’s com- 
pensation and liability, particularly au- 
tomobile but the miscellaneous lines 
are ul satisfactory. 


Retentions sail Rates Are Up 


he casualty reinsurers 


happy, but they 


loss, 
state- 
show 
may 
casualty 
good book of 


’ 


those 


also, 


A few reinsurers have caught up with 


outgo, or are close, only because they 
have gradually achieved a realistic un- 
derwriting policy of higher retentions, 
increased rates, and even withdrawal 
from certain territories, California on 
workmen’s compensation, for example. 
That state has been very hard on the 
insurers and reinsurers, for both lia- 
bility and w. c. 


Retentions on w. c. for even the small 
companies have been pushed up from 
the old $5,000 and the $10,000 of three 
or four years ago to $25,000 and $30,000. 
As a consequence, some w. c. reinsur- 
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placed in the w. c. rein- 
stock and mutual. Ap- 
reinsurance companies are 
not unhappy about this, if the alter- 
native is to write the line at a certain 
They would like to have the busi- 
ness, but not on an unsound basis. They 
do not intend to continue to play patsy 
ior primary insurers, who report they 
are doing all right on the line. 


Favorable Trend Evaporates 


About 
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their 
failed 
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ance is being 
surance 
parently 


pools, 
the 


loss. 


ago reinsurers, who get 
noted a slight decline in 
frequency. This favorable trend 
to last. Big losses are more fre- 
and they are going to continue 
severe. With the present sharp 
rise in costs generally, reinsurers hope 
they are not but fear they are in for 
another swift spiralling, to which they 
are especially subject. 
Beginning with the early 
writers began to report 
bile was again going to hell, 
tone hasn’t changed, it has 
gloomier as the weeks passed. 


a year 


big ones, 


fall, 
that 


primary 
automo- 
and their 

become 
One pri- 


mary insurer reported four auto lia- 
bility verdicts and settlements of more 
than $100,000 in one city in less than 
a year. Here again the approach of 
reinsurers is to get more money and in- 
sist the primary insurer carry more 
liability. The reinsurers have the ca- 
pacity, but they are much more cau- 
tious. 
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When the reinsurer is chasing the ris- 


ing cost curve, it is never able to catch 
up until loss experience levels off. This 
is pretty obvious but has been so true 


in the recent unfavorable years that the 
reinsurers have had to hammer it home 


both to their own stockholders and to 
the direct writers from whom they 
have asked for increases year after 
year. The rate of course is a reflection 
of the past loss pattern and is applied 
to the future. The intervening gap is 
where the casualty reinsurers Goes been 
waging their battle the past several 
years 


Accustoming Clients to Increases 


The casualty reinsurers raised their 
rates in 1947. This was based on and 
was satisfactory with respect to the ex- 
perience of 1944, 1945 and 1946. The 


increases were well justified. However, 
in 1948 the reinsurers had to return and 
ask for another increase, to reflect the 
1945-47 experience. Again in 1949 the 
reinsurers returned to the direct writers 
for enough to cover the loss pattern 
as reflected in 1946-48. The same pro- 
cedure was repeated in 1950, this time 
for the 1947-49 experience. 

But -in 1950 the rate of 
claim cost level tapered off with the 
exception of automobile, and here re- 
insurers have yet to feel the resurgence 
beginning in early fall. Costs are not 
going up as fast, as sharply. The rates 
the reinsurers receive this year are 
closer to the true value pattern than 
they have been in several years. Not all 
of the increases secured in 1950 have 
yet been reflected in the figures. 


climb in 


Experience Improved 


The third quarter of 1950 showed 
a definite improvement in the situation, 
though a small one. By the end of the 
third quarter, and largely as a result 
of the third quarter experience claim 
experience for the year to date was 
about five points better than it was 
at the same point a year ago for the 
business as a whole. 

Though the experience of the com- 
panies differs in many respects, in gen- 
eral it is true that instead of showing 
a substantial underwriting loss, the cas- 
ualty reinsurers for 1950 would show 
a small loss or one a great deal smaller 
than in the 1949 statement. 


EFFECT OF INFLATION 








Reinsurers like all other underwrit- 
ers are looking ahead and trying to de- 


termine what is coming. For the long 
range, one observer sees that some- 


where down the road the dollar is go- 
ing to buy less than it does today. More 
inflation appears to be inevitable. The 
rise will accelerate, though exactly how 
much and how fast are questions to 
which everyone would like the answer. 
If the acceleration is slow enough, if 
it is gradual, the reinsurers can make 
a profit; if it begins to go rapidly, then 
they are going to lose money. 

It will be for the casualty reinsurers 
another sharp inflationary period, 
though at least one observer did not 
on Nov. 15 think it would come rap- 
idly. He pointed to the fact that people 
today haven’t as much spending money 
as they had five years ago or even 
two. Until the Korean war went sour 
department store sales were down. With 
regulation W this same shortage of 
spending money was evident in appli- 
ance sales. Regulation X on building 
hit that field hard. The people had spent 
their savings from the second war and 


have gone into debt to the tune of 
more than $20 billion, thus mortgaging 
the future. At present they have only 


current income to spend, and on this 
rising prices and increased taxes are 
placing a considerably heavier burden. 
Series E bonds were being cashed faster 


than they were being sold. The sales 
were $1,000 denominations to people 
with money, but the cashing has been 


of denominations of $100 and less. 


Some Influence Settlements 


A dollar is something that a man 
wants to get his hands on today. There 
was some evidence of this being re- 
flected in claim settlements. This was 
not marked enough to make a trend, 
but there were some favorable settle- 
ments in the last half of the year. 

Casualty reinsurers had _ hoped to 


make some underwriting profit but what 
happens now depends on how fast in- 
flation develops next year. 

It is interesting to note that it has 
become progressively easier for rein- 
surers to go back to the direct writers 
and get higher rates on the showing of 
the poor experience they have been 
having. At first, several years ago, the 
direct writer was slow to see the neces- 
sity and take action. His reaction was 
that he would go get it elsewhere. To- 
day he is more conciliatory; he says, 
“We'll test the market”. After that, he 
returns and pays the increased rate. The 
market is hardening. It is by no means 
tight, but it is particular, and the cost 
is higher. 


Big Cases Are Astonishing 


One large casualty 
some improvement in 
general and automobile. 
is definitely improving. Here the diff- 
culty is the big case. Many of them 
have an astonishing quality about them. 
For example, a practical nurse, who 
had never earned more than $50 a week, 
was injured in an accident and had a 
leg amputation. At more than 50 years 
old she did not have a long life ex- 
pectancy. The company reserved at 
$65,000. Plaintiff’s attorneys offered to 
settle the case for $90,000. The com- 
pany went to court. A jury awarded 
the woman $125,000 and her husband 
$15,000 for aaa of services. 

Workmen’s compensation experience 
for at least one of the large compa- 
nies still is bad, actually worse than 
in 1949. There is a tendency to believe 
that with the socialization of this cov- 
erage and continuously increased bene- 
fits, reinsurers will do well to make a 
very slight margin on the line, even 
when they get it out of the red. One 
company indicates that of its increases 
in w. c. losses one-seventh came from 
current business, four-sevenths from ac- 
cidents before 1949 and two-sevenths 
from unreported losses. In the five 
years ending with 1949 major casualty 
reinsurers have lost money on work- 
men’s compensation. The loss was nine 
plus points for the five years and 17 
plus points for 1949 alone. For 10 years 
ending with 1949 the underwriting loss 
was 5.8% on an earned basis. 


Selling W. C. 


In addition to higher rates and a 
larger retention one company is taking 
workmen’s compensation only if it gets 
other business from the direct writer. 
It is insisting upon at least a $10,000 
net retention by the ceding company, 
and rates are going up as contracts are 
renewed. 

The largest single cause of the re- 
insurers w. c. trouble is unlimited med- 
ical. Beginning about 1944 with the dis- 
covery and use of sulfa drugs, the situ- 
ation changed radically for the compen- 
sation insurers, particularly for the re- 
insurers, which get the large catastro- 
phe claims. One casualty reinsurer has 
more than 50 broken back cases on its 
books. Prior to 1944 the reinsurer could 
figure that a case of this kind, a para- 
plegic, would live a maximum of three 
to four years. With sulfa drugs, it has 
become impossible to say what the life 
expectancy is. One company now is 
using a full life expectancy in figuring 
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its 
fourths expectancy, for such cases. 


Double for Cheapened Dollar 


In computing rates for all lines, one 
executive thinks it is essential to keep 
in mind that as a result of inflation 
alone companies are paying out almost 
twice as many dollars in 1950 as they 
did in 1939. The 1939 dollar is worth 
56 cents. On long-standing cases this 
represents payment of premium at one 
level and payment of loss’ at another, 
to reinsurer’s disadvantage. 

Fidelity was unprofitable but has 
now righted itseli, largely with increases 
in rates. Contract surety has been good 
though there is some apprehension that 
a rapid inflation would get contractors 
into trouble. The fire reinsurance—and 
casualty reinsurers today talk almost as 
familiarly about fire as about casualty 
has been profitable despite Florida and 
Nov. 25. : 

The reinsurers are getting hit on mis- 
placement and_ forgery under 
large blanket bonds. question 
exists in underwriters’ minds whether 
sureties should pay for carelessness. 
The petty losses under some bankers 
blanket bonds are troublesome. Banks 
improve their positions as to credit rat- 
ing if they do not put in small nuisance 
claims. It gives them a better rate. 


losses 
Some 


Expense Is Too High 


ine . ; 
rhe problem with small loses here as | 


in the fire field is expense of handling. 
3roadened coverage may be at fault. 
This tends to encourage small, nuisance 
claims, some underwriters believe. Per- 
haps there should be a reemphasis on 
the sound theorem that insurance should 
be against big losses. It is unlikely 
that insurers can escape handling fidel- 
ity losses, no matter how small, or are 
in a position even to encourage the non- 
filing of such losses because an indi- 
vidual is involved and there is no cer- 
tain way to tell in advance how much 
is missing, 

This is especially true under bankers 
blanket bonds. The experience with 
other financial institutions seems to be 
better now. This may be in part due to 
SEC regulations. 


Saskatchewan Government 


Drops Outside Sales Plans 


EDMONTON, ALTA.—Plans of the 
Saskatchewan government to sell its 
msurance elsewhere in Canada are re- 
ported abandoned as a result of latest 
developments in Alberta. The Sas- 
katchewan Insurance Office now finds 
itself barred: in five Canadian provinces, 
with little likelihood that it can expect 
any warmer reception east of Ontario. 
There were strong hopes that in 
neighboring Alberta, where a socialist 
government, the Social Crediters, is in 
power, the more socialist C.C.F. group 
of Saskatchewan might get a foothold. 
Now due to lack of cooperation from 


the Social Crediters, the Saskatchewan | 


government has withdrawn from the 
guarantee field. The announcement ap- 
pears in the Alberta Gazette, 


organ of the Alberta government. 





official | 


This is the climax of a dispute be- | 


tween both governments, which devel- 


oped after the Saskatchewan company | 


began writing guarantee insurance 


in 
Alberta two years ago. Alberta has 
ruled that “the government of one 
Province should not be authorized to 
carry on commercial business in an- 


other province.” To effectively keep the 
company out, Alberta has decided not 
to grant it a license. Contracts made by 
the company have been reinsured else- 
where in the province. 

The only remaining province in Can- 
ada left open to the Saskatchewan com- 
pany with any volume of business to 
speak of is Quebec; and in view of the 
action which has now been taken by 
iritish Columbia, Alberta, Manitoba 
and Ontario, it is not considered likely 
that any application will be made to 
sell there. 





Pe T. Moran, president of Oklahoma 
‘ssn. of Insurance Agents, was host at 





reserves, another is using a three- a Christmas party for employes of his 


agency at Oklahoma City, The party 


was attended by 75 agents and office 
force members. 
. . 

Cal. Assn. Still Biggest 

California Assn. of Insurance Agents 
continues to maintain its lead as the 
largest state association in N.A.LA. 
Membership this month reached 2,335, 


topping its nearest rival, the Texas as- 

sociation, by more than 400 members. 
Two new local associations have been 

formed. They are the Alisal Township 


association, with Hurley Sickal as presi- 











Texas 


FIDELITY 


Aviation 


Insurance 


dent, and Herman E. Smith, secretary, 
both of Salinas; and the Azusa associa- 
tion, with E. E. McMahon as president 
Ciyde A. Blanchard, vice-president, and 
Phillip L. Greig, secretary. 


Outlaws Limited Licenses 
Commissioner Taylor has advised all 
insurers in Oregon of the attorney gen- 
eral’s ruling that fire companies holding 
automobile material damage licenses 
(auto only) are subject to the same re 
quirements of the agents limitation law 
as though they held full fire licenses. 
There is some talk that companies lim- 
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iting their operations to automobile may 
agitate for an amendment to the Oregon 
code, as a result of the opinion. 

Existing limited licenses will 


be al- 


lowed to run to normal expiration, 
March 31, but after that date all licenses 
issued to agents in Oregon for all or 
any part of the classifications of fire 


insurance as defined in the code will be 
governed by the law. 


Insurance Women of Los Angeles 
held their bosses’ night party Dec, 18. 
President Alta Duffy welcomed the 
bosses Frances Gray, immediate past 
president proposed the ‘toast to _the 
vuests of honor, with response by Ed- 


ward Ocelsner 





independence. 








MORE than one-twelfth of the United States is 


in the Lone Star State whose vast industrial, mineral 


and farm resources are now making Texas the 


fastest-growing industrial empire in America. Probably 


the richest political sub-division in any nation on earth, 


it is the only state whose mineral output in a single 
year has exceeded $1,000,000,000. In providing 


the broad protection of our blanket bonds and other 


types of coverage so essential to the development of this 


sreat economic area, we are continuously “Serving 
d r 


the Leaders”’ of American Industry. 


UMTED STATES GUARAVTER COMPANY 


NEW YORK CITY 
SURETY 
through Associated Aviation 


CASUALTY 


Underwriters 
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Insurance companies do not need re- 


insurance This statement is as valid 
as a statement by a property owner 
that he does not need insurance. Direct 


companies have successfully dis- 
such statements by property 
and other individuals, and have 
to the satisfaction of all con- 
cerned that the purchase of insurance 
is not only of economic benefit to the 
individual insured but is also of benefit 
to society. It has been likewise dem- 
onstrated that the purchase of rein- 
surance is of economic benefit to insur- 
ance companies. There is, however, 
sometimes a difference of opinion as to 
what form of reinsurance a particular 


writing 
proven 
owners 
proven 


company needs. 

Two basic methods of reinsurance 
now vie with each other for the con- 
sideration of the reinsurance buyer. 


These basic methods may be called “pro 
rata” and “excess of loss.” Each of 
these methods came into being to satisfy 
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PRO RATA AND SPREAD LOSS REINSURANCE COMPARED 


Fire and All 


By E. D. OBRECHT, Cedar Rapids, and DONALD R. MacKAY, 
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the needs as well as the desires of insur- 
ance companies. 

Under pro rata reinsurance, the rein- 
surer assumes a pro rata part of the 
direct writing company’s insurance lia- 
bility on one or more risks. The rein- 
surer receives a pro rata part of the 
premium (less a commission allowance) 
and pays that same pro rata part of all 
losses and adjustment expenses. 

The first form of reinsurance to de- 
velop was pro rata reinsurance. It came 
into being to satisfy a number of definite 
needs, some of which are as follows: 

Many direct writing companies found 
that they could not properly service 
their agents unless they accepted larger 
lines on individual risks than sound in- 
surance principles permitted them to 
retain net. By the use of reinsurance, 
these insurance companies realized the 
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advantages derived from writing larger 
gross lines without exposing themselves 
to the erratic loss ratios incident to un- 
duly large net lines. 

Some insurance companies 
lated more liability in one territory or 
area than it was wise to retain net, so 
they reduced their conflagration or ca- 
tastrophic exposure by the use of pro 
rata reinsurance on many individual 
lines. 


Means of Spreading Wings 


Many companies began writing new 
classes of business such as hail on grow- 
ing crops on which they had not had 
any past experience. Consequently, they 
ceded a quota share part of the busi- 
ness to a reinsurer until they had an op- 
portunity to gain more experience and 
more spread in the new class of busi- 
ness. 

When insurance companies are get- 
ting started and when small and 
medium-size companies are growing 
rapidly, they may not have enough sur- 
plus to write a volume of business suffi- 
cient to enable them to operate efficient- 


accumu- 


ly. By using pro rata reinsurance, many 
such companies have been able to de- 


velop a more substantial volume of busi- 
ness than they could have otherwise, 
and thus operate at a lower cost per 
unit. 

Some companies have wanted to pro- 
tect themselves against a prospective 
period of adverse underwriting experi- 
ence. This is a more questionable use 
of reinsurance because the reinsurance 
of any insurance company must at least 
theoretically be profitable over a period 
of years or it will eventually lose its re- 
insurance facilities. Any insurance com- 
pany, however, may have a bad year or 
a number of bad years from the stand- 
point of its gross underwriting experi- 
ence. These bad years may be the re- 
sult of a catastrophe, an unfavorable ex- 
perience on certain classes, an unfavor- 
able experience on large or peak lines, 
or innumerable other causes. To pro- 
tect itself against these bad years, it 
needs to purchase reinsurance every year 
and must expect to purchase this rein- 
surance on a basis that will enable the 
reinsurer to make a profit over the whole 
period. 


Forms of Pro Rata Cover 


There are many different forms of pro 
rata reinsurance. Two of the most com- 
mon forms are as follows: 

If pro rata reinsurance relates only to 
one risk or if the reinsurance on each 
risk is offered separately with the right 
of the reinsurer to accept or reject, it is 
called facultative reinsurance. Faculta- 
tive reinsurance may be placed without 
a written agreement or it may be ceded 
under a treaty (i.e., reinsurance agree- 
ment). In such a case the direct writ- 
ing company is not obligated to rein- 
sure, but subject to limits, has the right 


to select its own retention and automat- 
ically bind its reinsurer. 
A great deal, if not most pro rata 


reinsurance, is ceded under first surplus 
treaties. Under these agreements the 
direct writing company is ordinarily re- 
quired to cede to the reinsurer all of its 
insurance liability over and above its net 
retention, subject to the maximum lim- 
its of the agreement and subject to the 


other terms and conditions of the con- 
tract. The reinsurance is automatic in 


that the reinsurer is automatically bound 
as soon as the direct writing company 
is bound and its net retention is ex- 
ceeded. Today, many companies place 
their first surplus reinsurance with sev- 
eral reinsurers under what is often re- 
ferred to as a reinsurance pool. All 
reinsurers have identical contracts except 
that some reinsurers may have differ- 
ent percentage participations. 


Excess of loss reinsurance developed 
later in our insurance history and it is 
designed to accomplish some things that 
cannot be accomplished by pro rata rein. 
surance. At the same time, it involves 
certain disadvantages not present in pro 
rata reinsurance. For convenience, we 
will divide excess of loss reinsurance 
into two general classes, namely, catas- 
trophe covers and spread loss reinsur- 
ance. 

Under a catastrophe cover the ceding 
company retains and pays net all of the 
loss (usually on many risks) in one 


fire, storm, or loss event up to an agreed 
net retention, 


which is usually substan. 





E. D. Obrecht 


D. R. MeKay 


tial, while the reinsurer assumes and 
pays all or a large percentage (such as 
80% or 90%) of the loss in that event 
in excess of the agreed net retention, 
subject tc a maximum limit.  Catas- 
trophe covers are excess of loss reinsur- 
ance and they satisfy a definite need, but 
in this discussion we are more con- 
cerned with spread loss reinsurance be- 
cause it is the type of excess of loss 


reinsurance that is most like pro rata 
reinsurance. 
Under spread loss reinsurance the re- 


insurer pays all or a high percentage 
of the loss in excess of an agreed net 
retention. This net retention usually ap- 
plies to each risk separately, is usually 
the same for each risk, and is reason- 
ably small (e.g., $4,000, $5,000, $10,000, 
$20,000, etc.). There is a maximum limit 
to the reinsurer’s liability on each risk 
and usually a higher limit on the amount 
payable in any catastrophic event. In 
some cases spread loss contracts are 
written with the net retention applying 
to one loss event, but it is more com- 
mon to have the net retention apply to 
one risk. For this protection the ceding 
company ordinarily pays a certain per- 
centage of its net premiums earned and 
its rate is usually based on the preced- 
ing years’ experience (ordinarily five), 
plus a loading factor. The usual load- 
ing factor 100/70 which is about 
42% contracts are generally 


is 
0. These 
written for a five year period, and each 
year the rate is adjusted up or down 
according to the preceding five years’ 
experience, subject to a minimum rate 
and a maximum rate. Sometimes spread 
loss contracts are written with an open 
cancellation date, subject to cancellation 
by either party at the end of any year 
by giving one or two years’ notice. 
Sometimes they are written on an annual 
basis with the rate for the current year 
based on the experience for the current 
year plus a loading factor, subject to 
a minimum and a maximum rate. 
Although spread loss contracts are 
sometimes referred to by other names 
such as Carpenter plan contracts, ul- 
derlying excess of loss contracts, Of 
various other names, they are all the 
same basic type of reinsurance and 
permit a ceding c company to discontinue 
either all or a part of the pro rata re 
insurance previously placed or which 
would otherwise have been placed. 
The substitution of spread loss rein- 
surance for pro rata reinsurance does 
eliminate a great deal of clerical work 
and detail because the reports required 
are few and brief. If, as is usually the 
ase, the same net retention is applied 
to each individual risk, it isn’t necessary 
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for the ceding company to set a net 
retention for each each risk or to puncha 
reinsurance card in each instance. Obvi- 
ously, there are no bordereaux to be 
furnished since the rate is applied to 
total earned premiums and the reports 
required are brief and are usually fur- 
nished quarterly. Since losses do not 
concern the reinsurer unless the net re- 
tention is exceeded, there are few losses 
to report. The saving in clerical work 
is substanial. T his is one of the great- 
est advantages of spread loss as com- 
pared with pro rata reinsurance. 

In estimating the saving to be re- 
alized by the adoption of spread loss 
reinsurance, however, one should bear 
in mind that the reporting under most 
first surplus pro rata reinsurance treaties 
has been greatly simplified in recent 
years. Today, premiums written and 
return premiums under first surplus 
treaties are reported statistically rather 
than by typed bordereaux. Outstanding 
losses are usually reported in one sum 
at the end of each month or quarter, and 
details are furnished only on paid losses. 


[It is still necessary, however, for the 
ceding company to establish a net re- 
tention, to mark the amount of pro 


rata reinsurance required on each risk 


to be reinsured, to calculate in each in- 
stance the reinsurer’s share of the pre- 
mium, and to punch a card tor each 
item. It is also necessary to report to 
the reinsurer its pro rata share of each 
loss sustained and the adjustment ex- 


pense pertaining thereto. Although the 
detail work involved in placing pro rata 
reinsurance has been reduced tremen- 
dously in recent years, there is still more 


detail work involved in using pro rata 
reinsurance than spread loss reinsur- 
ance. 


Errors and Omissions Protection 


Spread loss reinsurance affords auto- 
matic protection and reduces the danger 
of errors and omissions in reporting re- 
insurance. However, if a first surplus 
treaty is properly drawn, ceding com- 
panies can have this same protection un- 
der pro rata reinsurance. 

One of the features of spread loss re- 
insurance that may be an advantage or 
a disadvantage is the fact that it enables 
and requires the ceding company to re- 
tain a larger share of its business net. 
If a company writes $314 million pre- 
miums annually and purchases its rein- 
surance on a pro rata basis, it may 
need to reinsure $1 million of these 
premiums and thus will retain net only 
$2,500,000. If, on the other hand, it 
purchases its reinsurance on a spread 
loss basis, its reinsurance premiums paid 


will probably be between $150,000 and 
$350,000 so it may be able to retain 
net from $3,150,000 to $: 3,350,000. 

If a direct writing company has a 


strong surplus position and if it is anxi- 
ous to increase its net premium volume 
and its unearned premium reserve very 
rapidly, changing from pro rata to 
spread loss reinsurance may be a dis- 
tinct advantage. However, a company 
which adopts this plan of increasing its 
premium income and unearned premium 
reserve should recognize that most of 
the i increase comes in the year the transi- 
tion is made, so this method of increas- 
ing premium income and unearned pre- 
mium reserve can be used only once. 


Temptation to Shift 


_ Conditions can change very rapidly. 

lew years ago, most companies had 
more business offered to them than they 
could write. Today, most companies 
would like to write more business than 
is available, so the temptation to shift 
from pro rata to spread loss reinsur- 
ance strong. It should be borne in 
mind, however, that we may have or may 
now be having another period of infla- 
tion, and it may be that in a few years 
from now it will be as difficult for many 
insurance companies to handle the vol- 
ume of business offered to them as it 
was a few years ago. Meanwhile, if 
they have changed from pro rata to 
spread loss reinsurance so that they are 
Carrying the unearned premium reserve 
on their gross business, it — be diffi- 
the additional 


is 


cult for them to absorb t 
volume offered. 
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Under pro rata reinsurance the rein- 
surer carries its share of the unearned 
premium reserve. Under spread loss 
reinsurance the direct writing company 
is compelled to carry all of its unearned 
premium reserve. This is an important 
factor to be considered. If the ceding 
company is a stock company and has a 
large surplus and wishes to postpone 
its earnings in its income tax statement 
this may be an advantage. If the sur- 
plus of the ceding company is not large 
or is being used rather fully, absorbing 


premium reserve is prescribed by stat- 
utes and most business is written for 
three or five year terms. On desirable 
business, a direct writing company may 
easily have an acquisition cost (agency 
commission, field and home office super- 
visory costs) of 35% to 40%. If it has 
been placing its reinsurance on a pro 
rata basis, the reinsurer absorbs a part 
of this expense as it goes along. If 
its pro rata reinsurance changed to 
spread loss, the ceding company must 
not only increase its unearned premium 


1s 


increase in unearned premium reserve 
amounts to $1 million and the reinsur- 
ance commission is 40%, the direct 
writing company’s unearned premium 
reserve will increase $1 million and the 


reinsurance commission, $400,000 (40% 
of $1 million), disappears out of its 


surplus. 
It may be suggested that the surplus 


position of the reinsured company will 
not be suddenly jeopardized by the 
adoption of spread loss reinsurance if 
the pro rata reinsurance previously 





this additional unearned premium re- reserve, but must take the acquisition placed is allowed to run until expiration. 

serve may be a disadvantage cost of these additional unearned pre- This is true. However, running off the 
In the United States, the unearned miums out of its surplus. If the (CONTINUED ON PAGE 34) 
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By H. W. Cornelius Bacon, Whipple & 
Co., 135 So. La Salle St., Chicago 
Dec. 26 

Div Bid Asked 
Aetna Casualty ...... 3.00* 101% £4Bid 
PD Se 6.0466 0eb%s 2.25° 58 60 
CE, GROG: bce cencaes 2.50* 69% 
American Alliance 1.50* 26 
American Auto ...... 2.00 3 
Am. Equitable ....... 1.25 25 
American (N. J.) ..... .90 24 
American Surety ..... 3.00 57 
| ee 2.65° 62 
Camden Fire ........ 1.15* 22 
Continental Casualty. 2.50* 72 
Fire Assoc oo eae 2.60 61 
Fireman's Fund .....; 3.20 116 
premen's (N. Oe éss0 20 23 
2 eae 2.30° E 56 
Globe & Republic « 00 y 13 
Great American Fire. 1.50* ( 33 
SEMMOVOE DIPS 6 oc0sc es 1.60 2 33% 
Hartford Fire ....... 3.00* 4: 145 
fs *» A ere 1.80 364 37% 
Ins. Co. of North Am. 5.50* 32 135 
Maryland Casualty ... .80 81 19% 
Mass. Bonding ....... 1.60 24 25% 
National Casualty ... 1.50* 34 36 
National Fire ........ 2.50° 56 58 
National Union ...... 1.60 34%, 35% 
New Amsterdam Cas.. 1.50 34 «=. 36 
New Hampshire ..... 2.20 40 42 
og ee 1.20 27% 29 
Ohio Casualty ....... .80 50 Bid 
Phoenix, Conn. ...... 3.00* 85 87 
Preferred pocwont ac 2% 3% 
PEOV. WER. cic cccsees 1.50* 30 32 
at. Paul B.. & M....cs. .00* 114 117 
Security,’ Conn. . 1.60 32 33% 
Springfield F. & M.... 2.00 42%, 45 
Standard Accident ... 1.60 * ae 
Fo rrr 14.00* 510 515 
U.S. F. & G 2.00 44 46 
of OS ee 2.40 65 67 


Includes extras. 





New York Board Gives 
Storm Loss Estimates 


NEW YORK—A report issued by 
New York Board's committee on losses 
and adjustments under A. J. Smith esti- 
mates that 15,000 to 20,000 losses will be 
assigned to the committee for handling. 
The 1,050 estimates to date show an 
average loss of $990, excluding the fol- 
lowing large losses, Benjamin For Mo- 
tors in Brooklyn $250,000, Beard’s Erie 
3asin in Brooklyn, $200,000, Aqueduct 
race track, Long Island, $150,000, Staten 
Island Pier 13 of New York City, $125,- 
000, American Molasses Co., Brooklyn, 
$100,000, and Cauldwell Wingate Co., 
New York City, $100,000. The commit- 
tee has a number of losses ranging from 
$15,000 to $25,000 estimated. 

One thing companies now are likely 
to reexamine closely is provision of 10% 
free insurance on outbuildings, under 
which feature they are paying hundreds 
of thousands of dollars of damage with- 
out having received a premium. In New 
York and New Jersey cover on out- 
buildings still must be purchased spe- 
cific and a premium paid. 


$800,000 Fire in Ky. 

A fire involving two large department 
stores, a barber shop and a restaurant 
resulted in damage at about $800,000 at 
Somerset, Ky., last week. 

George H. Parker, manager of Ken- 
tucky Inspection Bureau, was quoted in 
the newspapers to the effect that the 
fire was an example of “public indiffer- 
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ence.” He said the damage could have 
been held to a small loss had the town 
put into effect recommendations of the 
bureau first made in 1947. 

Somerset has no paid firemen and only 
one pumper. It paid the highest insur- 
ance rates for any town of its size in the 
state, the total being about $200,000 an- 
nually. Had the inspection bureau rec- 
ommendations been followed, Mr. Park- 
er said the rates would have been re- 
duced 10%, saving the cost of buying 
new equipment and establishing a fire 
department. 


Olmsted Back in Service 


George H. Olmsted, board 
chairman of the Hawkeye-Security of 
Des Moines, has been recalled into serv- 
ice and will report Dec. 30. He will be- 
come deputy chief of staff in the army’s 
supply service, a post created several 
weeks ago. As deputy chief he will su- 
pervise administration of the army’s $314 
million military aid program for foreign 
nations. He will be responsible for stimu- 
lation of arms production in this country 
and in other Atlantic pact countries and 
also will direct distribution of arms to 
countries listed by the foreign military 
aid co-ordinating committee. 

During the last war Gen. Olmstead 
was chief of the requirements and as- 
signments branch of the international 
division of the army service force, serv- 
ing in Washington and in the China 
theater. Recently he had been serving 
as an ‘arms production consultant to 
Archibald S. Alexander, undersecretary 
of the army, in a civilian capacity. 


Craig Is New K. C. Chief 
Wiley Craig, Aetna Life, has 
elected president of Kansas City 
of A. & H. Underwriters. Frank Steph- 
ens, Mutual Bemefit H. & A., is vice- 
president, and Fred Douglass, Business 
Men’s Assurance, is secretary. The new 
Pag: are Larry Finnel, B.M.A., and 
McGee, Jr., Old American. 
Those attending the annual 
brought gifts for the children 
hospital. 


Brig.. Gen. 
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Ohio Claims ‘Attorneys Elect 
Ohio Assn. 


of Claims Attorneys has 
elected these 


officers: President, R. 
Patrick West, American States, Colum- 
bus; vice-president, John E. Helzapfel, 
General Accident, Columbus; secretary, 
Rudolph Janata, Jr., Wright, Harlor, 
Purpus, Morris & Arnold, Columbus 

The retiring president is Gordon E. 
Williams of Williams, Reynolds, Mur- 
ray & Deeg, Columbus. 





St. Louis Executives Elect 

Casualty Executives Assn. of 
Louis has elected R. A. Hallahan, 
ager of Metropolitan Casualty, presi- 
dent. E. C. Kottmeier, resident man- 
ager of Fidelity & Casualty, is the new 
vice-president, and W illiam A. Gray, 
manager of National Surety, secretary. 


Ht. 
mat- 


Agency for Show People 

At Bowling Green, Ky., the Kelley 
\bbott Karnival Agency, Inc., has been 
formed as a general insurance agency 
for show people. Capital stock is given 
at $10,000. Incorporators ; are George T. 


Fire insurance trio 
at commissioners 
meeting at Los An- 
geles: Paul McKown, 
Pacific Coast man- 
ager of St. Paul F. & 
M.; William H. Tri- 
bou, secretary, and 
Neil Reynolds, as- 
sistant secretary of 
Aetna Fire. 


December 28, 1950 
Massie, Jr., Jewell Butterworth, ULE E, 
Bohannon, and A. L. Dodd, Jr. George 


Massie formerly operated a local agency 
at Elizabethtown, which he sold about 
a year ago. He later established the 
Massie agency at Bowling Green. 


Audubon Takes Wings 


Audubon of Baton Rouge, La., is now 
preparing to enter the fire and allied 
lines field. It has been strictly an 
automobile insurer. 

! P. Cunningham, Jr., formerly 
Louisiana state agent for America Fore, 
has joined Audubon as assistant secre- 
tary in charge of production. The com- 
pany started operating in 1946. At Oct, 
31 of this year assets were $1,429,176, 
capital $250,000 and net surplus $294, 
016. T. J. Singletary is president. It 
operates in Louisiana and Mississippi 
and the premium volume about 
$750,000. 

Mr. Cunningham started in the local 
agency of his tather at Dallas and went 


is 


with America Fore in 1937. He is vice- 

president of Louisiana Field Men’s 

Assn. 

Currie Promoted at N.Y. 
North British has named S. John 


Currie as general agent in the metro- 
politan department at the home office. 
Mr. Currie has been office supervisor 
of the general cover, brokerage and 
service, and metropolitan departments, 
having been appointed to that position 
two years ago. Since 1928 he had been 
an underwriter in the metropolitan de- 
partment. 


Field Springtield Chief 
Chester T. Field has been elected 
president of Springfield Assn. of Insur- 


ance Agents. Walter Backus is vice- 
president; William E. McMann, secre- 
tary, and William Schafer, treasurer. 
Ellis Roberts was elected trustee for 


three years. 


Tex. Hearing Scheduled 
The 


public 


Texas department is holding a 
hearing Jan. 12 to consider a 
filing of Employers Casualty pertain- 
ing to underground property damage 
liability coverage afforded in connec- 
tion with general liability policies and 
the filing of American Automobile on 
a policy provision to allow 24 months 
for giving the company notice of acci- 
dent. 


Editors on Memphis Card 


The third midwest territorial confer- 
ence of National Assn. of Insurance 
Agents, to be held at Memphis March 
12-13, will feature a panel discussion 
of “The Profit Angle of Agency Man- 
agement” with members of editorial 
staffs of insurance journals as_partici- 
pants. George L. Goss, secretary Ten- 
nessee association, is program chairman. 


Rawling Named in Canada 


J. E. Rawling has been appointed 
ocean marine manager for Canada_by 
Norwich Union and Eagle Fire of New 
York. New offices have been opened at 
Toronto, under the supervision of F.R. 
E Iger, marine superintendent. 





XUM 


Decemt 


—= 
:. Phoe! 
Office 

The | 
of Har 
Preside 
comed 
North, 
toastma 
Mabel 
and tre 

Ther 
land we 
more V' 
bers n¢ 
yf activ 
E. Se 


jcompal 


May 
| ST. 

jwhich 
vreprese 
ment oO 
fire po 
further 
Ito be h 
The 

subinitt 
yenes i 
revised 


New Y 





Pavic 
Robe 


preside 
Roches 

Robs 
Arthur 
Hawes 


Ory d 

Ory 
Kalispe 
Northy 
be the 
the M 
that h 
caucus 











r 28, 1950 


th, J. & 
r. George 
cal agency 
old about 
lished the 
een. 


Ss 


.a., iS now 
and allied 
trictly an 


formerly 
rica Fore, 
ant secre- 
The com- 
. At Oct, 
$1,429,176, 
lus $294, 
sident. It 
Mississippi 
is about 
the local 
and went 
Ie is vice- 
ld Men’s 


Y. 


S. John 
he metro- 
me office. 
supervisor 
rage and 
sartments, 
t position 
had been 
olitan de- 


of 

n elected 
of Insur- 
s is vice- 
nn, secre- 
treasurer. 
‘ustee for 


ed 


holding a 
onsider a 
y pertain- 
y damage 
1 connec- 
licies and 
nobile on 
4 months 
e of acci- 


ard 
al confer- 
Insurance 
lis March 
discussion 
ncy Man- 
editorial 
is partici- 
tary Ten- 
chairman. 


inada 
appointed 
anada by 
‘e of New 
opened at 
n of F.R. 


XUM 





December 28, 1950 


Phoenix Veterans Elect 
‘Officers at Dinner Session 


The Quarter Century Club of Phoenix 
of Hartford held a dinner at which 
President George C. Long, Jr., wel- 
comed the new members, and John A. 
North, executive vice-president, was 
toastmaster. Carlan H. Goslee and Miss 
Mabel S. Heise were elected president 
and treasurer, respectively. 

There are 220 active and retired men 
land women of the Phoenix with 25 or 
more years of employment. Eight mem- 
bers now living have at least 50 years 
f active service, the dean being Andrew 
E. Schuttenhelm, 65 years with the 
company. 


° . ° ° 

May Revise Minn. Fire Policy 
ST. PAUL—At a meeting here at 
jwhich all branches of the industry were 
represented there was sufficient agree- 
ment on a proposed revised Minnesota 
fre policy to warrant drafting it for 
further consideration at another meeting 
lio be held in January. 
{ The revised form probably will be 
submitted to the legislature which con- 
yvenes in January. It is understood the 
revised form will embody features of the 
New York standard policy. 


Paviour Rochester Chief 


Robert F. Paviour has 
president of Underwriters 
Rochester, N. Y. 

Robert J. Grab is vice-president; 
Arthur L. Griffith, treasurer, and Louis 
Hawes, secretary. 


been elected 
Board of 


Ory Armstrong in Lead 


Ory J. Armstrong, Republican of 
Kalispell, who is general agent for 


Northwestern Mutual Fire, continues to 
be the leading candidate for speaker of 
the Montana house, and it is assumed 
that he will be selected in the party 
caucus Dec. 31. He was majority floor 
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leader in the 1947 assembly and will be 
starting his seventh session. 

There are four members of the Mon- 
tana legislature that are active members 
of Montana Assn. of Insurance Agents, 
they being Fritz Norby in the house, 
who is a past president of Montana 
agents association, and formerly mayor 
of Great Falls; and Senators L. W. 
Busch of Baker, Glen H. Larson of 
Thompson Falls and J. A. Liggett of 
Roundup. They are all Repwhblicans. 


W. A. Brown in New Field 


Atlantic Mutual has appointed Wal- 


ter A. Brown, Jr., special agent for 
western Massachusetts and southern 
Vermont. He joined Atlantic in 1947 


and has been serving as special agent 


at Boston. 
Lawson L. MacDonald has been 
named to succeed Mr. Brown. He has 


been with Atlantic since 1949. 


N.Y. Life Joins Conference 


New York Life, which recently en- 


tered the A.&H. field, has become a 
member of H.&A. Underwriters Con- 
ference. 


Ware Made Senior Partner 


Storer P. Ware, Jr., has been made a 
senior partner of the Rutherford agency 
at Roanoke, Va. Mr. Ware has been 
with the agency since 1949. During the 
war he served as British consul at Wil- 
mington, N. C., where he was secretary 
of a shipbuilding company. 


The 
0., has 


Delaware, 
operated 


Volk-Burrell agency, 
purchased the agency 


by Charles P. Hayes, who will move to 
Los Angeles. 
Herbert Farmer, Jr., son-in-law of 


Fred O. Meeker, has joined the Meeker & 


Meeker agency at Franklin, O. 

The Bartley & Adler agency at Toledo 
has merged with the Artford Hicks 
agency. 

Karl! Kistler has purchased the Kist- 


ler-Campbell agency at Niles, O. Harvey 
Cc. Kistler, who owned the agency, died 
recently. 


Staff Salutes Mallalieu 
At Party in New York 


The members of the National Board 
staff of New York City honored W. E. 
Mallalieu, retiring general manager, at 
a party this week and presented him 
with a large television set, record player 
and radio. 

Lewis Vincent assumes the position 
of general manager Jan. 1. 





New Unity Fire Directors 

Guy de Berc, general manager of the 
French Line in the United States and 
Canada, and Paul Dumant, executive 
vice-president of the French American 
Banking Corp., have been elected direc- 
tors of Unity Fire. 


Block Safety Code Changes 


ST. LOUIS—The board of aldermen 
failed to take final action on two bills 
designed to amend the fire safety pro- 
visions of the new city building code 
to exempt existing theaters from cer- 
tain fire safety rules, and as a result 
the code will become effective Jan. 1. 

Plans to enact the bills were blocked 
through efforts of Insurance Board of 
St. Louis, which obtained a public hear- 
ing on the measure after the public 
safety committee had reported them 
favorably. 

At the hearing the Insurance Board 
was represented by its president, John 
J. Henske, Insurance Agency Co., and 
Manager B. G. Gregory, who also 
executive secretary of Missouri Assn. 
of Insurance Agents. Also appearing 
in opposition was John J. O'Toole, 
F. D. Hirschberg & Co., chairman of the 
fire safety committee of N.A.I.A. 


1s 


The trustees of the Lewistown, Mont., 
school district have decided to place all 
of its $750,000 insurance with the Kier & 
Bryte agency but with 15 other agencies 
sharing equally in the commissions. 
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Business will be on a 90% coinsurance 
basis. The matter has been under study 
for some time with a committee from 
Lewistown Insurance Men’s Assn. 


NEWS BRIEFS 


Detroit A.&H. Assn. at its Christmas 
party entertained 100 underprivileged 
boys and girls with a turkey dinner, en- 
tertainment and Christmas tree, with 
gifts for each youngster. Edward L. 
Matyn was chairman, 

American Universal of Providence 
has increased its capital to $200,000 and 
its net surplus to about $135,000 by 
selling an additional 7500 shares of $10 
par value stock at $16 per share. 

Employers of Alabama has increased 
its capital from $302,300 to $305,150 
and contributed $2,850 to surplus 
through the sale of additional $10 par 
value stock at $20 per share. 

Harry L. Pelganti has been given 
supervision of the north coast counties 
of California for National Fire in addi- 


tion to his previous territory of San 
Francisco and northern San Mateo 
county. 


Scottish Union has established a cas- 
ualty department in Canada, effective 
Jan. 1, with Forbes Walker in charge. 

Kansas City F. & M. has declared a 
50 cent stock dividend payable Dec. 
29 to stock of record Dec. 21. This 
brings total dividends for 1950 to $1 a 
share. 

Phoenix of Hartford has joined Ex- 
Reinsurance Assn., bringing the 
number of subscribers to 24. 

Dr. Robert Golden has been appointed 
vice-president and credit manager of 
Acme insurance agency at Miami Shores, 
Fla. 

Insurance Women of Seattle held their 
annual “bosses’ night” party, attended 
by 150. President Beryl Lobb of LaBow, 
Haynes was in charge. 


cess 
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Royal-Liverpool has moved 
ville offices to 410 Commerce 
Hillary LD. Forrester j 
ager 
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area. I will give one sufficient reason 
for this. In the 25 years from 1913 to 
1938, the burning cost on insured values 
on all risks written by stock companies 
in the United States, on values of $28 
billion in 1913 and $63 billion in 1938, 
went down from 56 cents per $100 to 
27 cents per $100 (see Fire Insurance 
Underwriting, Pg. 109). Now all the 
risks in the United States did not lessen 
by half equally, nor can all rate adjust- 
ments check on diminished risk with 
unfaltering accuracy, nor can new rates 
in any classification safely apply in all 
areas or fields of risk. And these con- 
siderations are operating in differing 
ranges of risks at all times. 


Shaky Conditions 


For this reason, whenever there is a 
wide reduction of ratings a wide varia- 
tion of results can always be expected. 
In 1943, there was a general rate reduc- 
tion in Canada, and I analyzed the re- 
sults for 1944 very inquisitively for my 
own and the interest of one or two 
underwriters at Lloyds. These were the 
astonishing discoveries. Overall, the 
general rate reduction proved justified. 
The new all-Canada loss ratio stood at 
52.5% which was not unhealthy. But 
taking the six best and six worst classi- 
fications, the six best classifications pro- 
duced a loss ratio of 35.5% on $9,600,000 
of premiums and the six worst classifi- 
cations a loss ratio of 147.7% on $3,700,- 
000 of premiums. An underwriter clear- 
ly had to know his way about in those 
shaky conditions. 

In the matter of rate, therefore, we 
reach the position that the incidence of 
total and near-total losses, with particu- 


lar regard to the applicability of ratings 
in any area or field of loss, and the peri- 
odic frequency of losses are the two 
elements which an underwriter has to 
watch in averaging, with considerable 
judgment as regards both. 

II. Line. 

A line is rather easier to define 
to determine. It is the unit of risk 
which a company can accept in any 
underwriting category in order to give 
a sufficiency of spread within the per- 
mitted volume of such business. Insur- 
ance companies, like other enterprises, 
operate on capital. They can only un- 
dertake that amount of business which 
their original capital plus acquired funds 
permit. By the 2 to 1 rule, which is 
another feature which time and experi- 
ence have made universal, fire insurance 
premiums must be supported by an 
equal sum of disposable funds. Thus 
a company is always holding for secur- 
ity twice its estimated maximum lia- 
bility, for, of course, premium volume 
must be assumed to be a company’s esti- 
mated maximum liability. On the one 
hand, it is holding current premiums, 
and on the other hand, reserves approxi- 
mately equal to such premiums. There 
are, of course, different regulations in 
different countries guiding the applica- 
tion of the 2 to 1 rule, but the broad 


than 


effect is the same. At Lloyd’s I may 
mention, the rule is applied in its 
simplest form. 

Now a company selects the classifi- 


cations in which it proposes to do busi- 
ness according to its opportunities of 
developing premium volume and also 
according to its judgment of the fair 
applicability of ratings in these classifi- 
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cations within the territory of its opera- 
tions. And it groups its selected classi- 
fications into a few categories (or under- 
writing “books”) for the purpose of 
averaging. Such categories usually num- 
ber from half a dozen to a score. An 
ideal underwriting “book” would con- 
sist of risks on which ratings approxi- 
mated, and values were fairly even, and 
the risks were subject to a steady an- 
nual frequency of losses. In such an 
underwriting “book,” a company could 
write (subject to supporting funds and 
a safe spread) a maximum line of double 
the average line offering just as safely 
as any smaller sum. But that is an ideal 
situation, which was perhaps most near- 
ly approached by local companies with 
an extensive spread of dwellings busi- 
ness before the addition of extended 
coverage. 

But the addition of extended coverage 
has introduced a large and, of course, 
varying element of periodic frequency 
even to dwelling risks, and when a com- 
pany in the ordinary course of develop- 
ment moves into additional classifica- 
tions, other considerations begin to ap- 
pear. The ideal conditions for an 
underwriting “book” in regard to rate 
grouping, even values, and related loss 
frequency rarely occur, and modifica- 
tions have to be made in order to se- 
cure the best practical results in aver- 
aging. For example, a_ classification 
subject to unsteady frequency of losses 
may have to be moved out of its related 
rate grouping because a company could 
not afford to write as big a maximum 
line as applies to that grouping. 


Avoiding Knockout Losses 


This is, in fact, the most important 
modification that has to be made. On 
risks on which heavy losses may only 
appear at three or four year intervals, 
a company that wrote a maximum line 
up to the amount permitted by _the 
2 to 1 rule and distributed its earnings 
annually might do very well for three 
or four years, and then find itself put 
out of business in the third or fourth 
year. Of course it might not even have 
to wait so long. Companies that spe- 
cialize in such business —as a number 
do very successfully — maintain larger 
than normal reserves. Other companies 
compromise by cutting down their lines. 
They base the lines they can carry on 
such risks in relation to the lines they 
carry on business of steady annual fre- 
quency. In effect, therefore, they are 
on the one hand leaving a larger mar- 
gin of reserves, and on the other hand 
denying themselves permitted premiums 
in order not to suffer knock-out losses. 

It is, of course, a company’s net re- 
tained line that is operative in averag- 
ing, and reinsurance plays a vital and 
indispensable part in assisting a com- 
pany to maintain a steady and high 
average net line. This is a point that 
I find least understood in fire under- 
writing. 

Let us suppose that a company sees 
its way to develop retained premiums 
of around $100,000 in, say, the insurance 
of printing works, and having some in- 
fluence in this field proposes to write 
these risks in a single underwriting 
“book.” Of course the first requirement 
will be disposable funds of $100,000 to 
support the new business. Then, a net 
line will have to be determined. This 
will have to be determined in relation 
to potential spread, but let us say that 
the maximum net line is fixed at $20,000, 
and the average rate is 1%, so that the 
premium on a full net line of $20,000 
will be $200. That will allow the com- 
pany to develop a spread of 500 risks 
and more within its capital potential 
of $100,000. 


Origin of First Surplus Plan 


But now printing works are variedly 
valued and in many cases comparatively 
small policies of $20,000 will not be ac- 
ceptable. In order to develop the 500 
risks the company needs for its spread, 
it will have to find a means of issuing 
larger policies than $20,000 solely from 
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— 
the necessity of getting a Sufficiey 
spread of representative risks. It will 
probably have to make provision ty 
issue policies up to $100,000 on a Single 
risk. Reinsurance will clearly be Called | 
for to provide for the difference be. | 
tween $20,000 and $100,000. But if the 
reinsurance is on a simple sharing basis 
(i.e. quota-share reinsurance), the com. 
pany would only be retaining one-fifth the! 
of every policy, and giving away 0g, , 27° xs 
of policies of $20,000 and under, as well | oo _ 
as of policies over $20,000. If there Ce, 
should be a large number of policies apeigg 
under $20,000, and the comnanv is giy. | Matter 
ing away 80% on each of them, jts In m 
average net line is going to be very loss cc 
much diminished from its maximum net a Nye 
line of $20,000. In fact, it would prob. oe 
ably prove much less than $10,000, and| nae 
this would be serious and dangerous, a 

This is the origin and occasion of -_ ‘of 
first-surplus reinsurance, the essential | US a 
part of which is the assistance it gives cage 
to averaging. In one form or another | Ris ou 
it is indispensable in fire insurance, | —e~g 
solves the problem I have set out by 
providing that a company retains all 
of the risk on all policies up to the net! 
retained limits and only begins sharing] 
on policies over such limits, and _ then 
shares not on a fixed percentage but 
only in relation to the amount of the 
surplus on each policy. In our example 
first-surplus reinsurance would leave the 
company all policies up to $20,000, and 
would then share all policies over 
$20,000 by whatever surplus there might 
be up to a top policy of $100,000. Ona 
policy of $30,000, the reinsurers wouli 
take Y%rd and on a policy of $50,000 
they would take 3/5ths and so on. Thus 
on all policies over $20,000, the com- 
pany’s average net line is actually kept 
right up to its maximum net line, al- 
lowing the company the maximum in- 
take of premium thoroughly averaged in 
relation to its spread. 
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Excess of Loss Development 


The development of excess-of-loss re- 
insurance in recent years to substitute 
for first-surplus reinsurance requires a 
word of warning. In special circum- 
stances it can be adapted to this object. 
But it should only be used with very 
considerable knowledge. It is a form 
of reinsurance natural to liability and 
catastrophe hazards. It is based on 
losses instead of on premiums, and can : 
easily prove much too streamlined for 
fire insurance. Unless a company’s fire 
business can be very knowledgeably 
fitted into the mould demanded by this 
form of reinsurance, it can leave a com- 
pany’s development in a vise from which 
it can be extricated only with extreme 
difficulty. 

III. Spread. 

If, in the city of Chicago in which 
I am writing this article, a company 
wrote a line on a dwelling, a drug 
store, a church, an oil and paint store, 
an apartment block, a lumber yard, a 
school, a factory, a bank and an engi 
neering works, and in the course of 
12 months took heavy losses on all 10/ 
risks, could one say that the company 
had done anything more than pin-point 
10 miscellaneous risks and had_ the 
shocking luck to pick 10 losers? Would} 
there be anything more in it than this? 
Each of the 10 classifications might turn 
up an excellent loss-ratio for the city| 
in spite of our unfortunate company 5| 
unfortunate experience. This is clearly 
not what we mean by spread. 











Law of Averages 


On the other hand, if a company 
wrote a line in Chicago on 10 churches,| 
or on five churches and five schools, of 
even on 10 oil and paint stores, or five 
oil and paint stores and five lumbef! 
yards, and suffered 10 losses out of 10, 
we would be very sure that this was not 
just bad luck. Something else must havé 
been at work besides luck. a 

The first element of spread is ev" 


dently a field of incidence of loss ™ 
which the law of averages operates. 


Nationwide classifications are of coursé 
such fields, but it is neither practicable 
nor necessary to use them exclusively-| 
A small town can be a perfectly prac 
ticable field of incidence of loss, subject 
only to conflagration hazard which 
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lites that must be taken into ac- 
count wherever there is a concentration 
of risk, small town or otherwise. If we 
transplanted our 10 miscellaneous risks 
from Chicago to a rural town, it might 


should rise above average. A 
field of incidence of loss is a matter of 
observation and judgment. In one case 
it might be a nationwide industry. In 
another case it might be a small town 
of miscellaneous risks fairly even in 
| values and nothing extraordinary in 
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| Matter of Arithmetic 


In most cases, a field of incidence of 
loss consists of ‘ group of classifica- 
tions suitable to the development of 
business in any area, and since classifi- 
ications will naturally be grouped ac- 
cording to like amount of risk, like val- 
offering, and similar periodic fre- 


ues 
quency of losses, they will inevitably 
be found to fall into rate groupings. 


(Risks of extraordinary loss frequency 
have to be kept out of account and fit- 
ted into place later.) We thus find 
ourselves with rate groupings approxi- 
mating to 25 cents, 50 cents, $1.00, $1.50 
and so on. Numerical spread is then a 
matter of arithmetic. If we take 50% 
of a gross rate as available for loss set- 
tlements, a minimum of 800 risks will 
be required to pay for a loss or losses 
not higher than the average line in the 

case of a 25-cent rate grouping, 400 
risks in the case of a 50-cent rate group- 
ing and so on. 

But these numbers will only support 
a loss or losses up to the amount of 
the average line written, not up to the 
maximum line written. That will re- 
quire larger numbers according to the 
difference between the average line and 
the maximum line. And I have only 
taken the coverage of a single total loss, 
which is very much a minimum spread, 
and by no means a safe spread. But at 
any rate the reader will see that spread 
is a numerical fact which can be set out 
in fairly simple arithmetical formulas. 


Most companies seek to cover at least 
three total losses or equivalent in a 
normal underwriting “book,” and ac- 
cordingly usually set a block limit on 
adjacent risks subject to one fire of 2% 
single risks. This marks the starting 
point of catastrophe reinsurance, which 
is required to take care of conflagrations 
which cannot be supported out of in- 
dividual fire accounts. Catastrophe re- 
insurance performs an equivalent serv- 
ice in safeguarding spread as first-sur- 
plus reinsurance performs in promoting 
an averageable net line. Every fire rate 
must be considered to contain an ele- 
ment, however small, in respect of con- 
flagration hazard, and these small 
amounts are funded year by year in re- 
insurance accounts which have even- 
tually to take care of such extraordi- 
nary events as the San Francisco earth- 
quake or the Texas City fire. 

I am hoping that the reader will now 
be beginning to see the outlines of 
averaging, however sketchily, and the 
part that reinsurance should play in 
promoting safe underwriting and larger 
earnings within a company’s retained 
premiums, which should far outrun the 
profit yielded by a ceding commission. 

The half-dozen, dozen or more than 
a dozen categories in which a company 
groups its risks to form its_line-sheet 
are each in a sense self-sufficient, and 
each is expected to yield its quota of 
profit year by year on the capital funds 
that are entailed in support. But in a 
very practical sense they are interde- 
pendent. There are two strands con- 
necting them. One is the graduation of 
rate groupings on which numerical 
spread is based. By a fortunate com- 
pensation of nature, a company is_al- 
ways compelled to seek most of its risks 
out of the better sort. Four times as 
many risks are required in a 25-cent rate 
grouping as in a $1 rate grouping, not 
only for the same spread, but also of 
course for the same premium volume. 
But a danger lies here in that a mar- 
ginal error in rating is liable to be 
proportionately greater and to have 


greater consequences in a low rate than 
in a high one. If I had the space I 
could give a very forceful example of 
this. But at any rate it is a point that 
requires careful watching. 

The second connecting strand lies in 
the graduation of values. The mainstays 
of fire insurance are in low valued risks, 
particularly dwellings, and a company 
broadens from these risks toward both 
ends of its line-sheet. At the lowest 
rated end are sprinklered and _fire- 
resistive risks of very high values, and 
at the highest rated end are great in- 
dustrial risks also of very high values. 
A company that is growing will neces- 
sarily have to operate in categories in 
which it is short of spread, and until 
it can reach a sufficient spread its lines 
in these categories have to be based on 
its lines in the basic categories in which 
it has more than sufficient spread 

On better than its basic risks, it can 
afford to write larger lines because the 
incidence of total and near-total losses 
diminishes. On _ sprinklered and _fire- 
resistive risks, for example, few com- 
panies but the very large ones have a 
sufficient spread, but nevertheless write 
lines equally to their block limits on 
basic risks on the perfectly valid 
grounds that the incidence of total and 
near-total losses is so low that the 
chance of taking a big single loss are 
at least as low as of taking a multiple 
loss on basic risks. 

At the highly rated end of a line-sheet 
a growing company has its difficulties, 
because while the numerical spread re- 
quired is lower, a deficiency of spread is 
doubly hazardous. High-rated risks give 
immense opportunities for acquiring pre- 
mium volume, but equally of course they 


require large supporting funds. They 
are risks preeminently for the larger 
offices. 
Self-Insurers Elect 

NEW YORK—C. F. Smythe, New 
York Telephone Co., was _ reelected 
chairman of Self-Insurers Assn. at the 


annual meeting here. E, R. Alden, 
Socony-Vacuum Co., and J. J. Regan of 
the law firm of Sherpick, Gilbert, Regan 
& Davis, were reelected vice-chairman 
and secretary, respectively. A. H. Pow- 
oll, New York Central former secre- 
tary, was elected treasurer. 

New members of the board are C. E. 
Carothers, Ford Motor Co.; N. A. Mad- 
igen, General Mills, and Hyler Connell, 
General Electric. 


Everett Stryker Leaves 
F.LA.; Joins Dallas Agency 


_Everett S. Stryker, since 1947 as- 
sistant comptroller of Factory Insurance 


Assn, in charge of all accounting and 
Statistics for that organization, has 
joined the Kenneth Murchison & Co. 
agency at Dallas in an executive posi- 
tion. 

Before joining F.I.A. he was deputy 
director of insurance with the insur- 


ance division of war assets administra- 
tion at Washington. For many years 
he was assistant secretary of all fire 
companies of the Firemen’s group. 
During the last war he represented 
the stock insurers at Washington in 
preparing the accounting and statistical 
procedure of War Damage Corp. This 
procedure was used by all companies for 
the accounting of W.D.C. premiums. 


Mr. Stryker served two terms as 
president of Insurance Accountants 
Assn. of New York in 1942 and 1943 
and is now a member of the uniform 


accounting committee. Members of that 
association gave testimonial dinners for 
him at New York and Hartford. 





At a meeting of Hutchinson (Kan.) 
Assn. of Insurance Women, Emily Cas- 
ford of Wheeler, Kelly, Hagny, Wichita, 
regional director of the National asso- 
ciation; Mary H. Bandel, Dulaney, John- 
ston & Priest, Wichita, educational com- 
mittee chairman, and Gladys M. Court- 
ner, Beezley, Outland & Foote, president 
of the Wichita association presented 


the program. 
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portfolio will not eliminate the loss of loss to pro rata reinsurance because the 
surplus. It simply postpones the loss. direct writing company must either go 
As the old pro rata reinsurance runs back and re-underwrite all of its busi- 
off, the ceding company will have to ness in force or continue to pay for 
gradually increase its unearned premium spread loss protection while the reinsur- 
reserve, and the reinsurance commis- ance on its term business is being 
sion cost of this increase in unearned changed from spread loss to pro rata. 
premium reserve will come out of its Pro rata reinsurance, however, usually 
surplus. gives a company an opportunity to make 
After a company has changed from a change in its reinsurance program 
pro rata to excess of loss reinsurance, within a relatively short period after the 
any further increase in business will need becomes apparent. 
affect its surplus position much more More Catastrophic Protection 
drastically than previously. For exam- 
ple, if a company had been reinsuring Pro rata reinsurance usually gives a 
about 30% of its gross writings on a ceding company more catastrophic pro 


tection than spread loss reinsurance. A 
reinsured company may have a heavy 
concentration of liability in Los Angeles 


pro rata basis and it discontinued doing 
this, and if subsequently it increased its 


gross writings by $1 million, it would 
have to increase its unearned premium Texas or some other territory that it 
reserve $1 million and take approximate- considers cati astrophic. If it reinsures 
ly 40% or $400,000 out of its surplus about 50% of its gross insurance liabil- 
to do this. If, however, it was still re- ity on a pro rata basis and if it is in- 
insuring 30% of its ‘business pro rata, it volved in a catastrophe, it will recover 
would only have to increase its un- approximately 50% of its loss. A pro 
earned premium reserve approximately rata reinsurer’s liability is unlimited and 
$700,000, which would require a deple- pro rata reinsurers continue to pay as 
tion of its surplus to the extent of long as they are solvent. If a reinsured 
only $280,000. company is involved in a $1 million 
Difficult to Change Back gross loss and if ‘it had reinsured ap 
proximately 50% of its business pro rata, 


it would recover approximately $500,000 
from its reinsurance; if involved in a 
loss of $10 million, it would re- 


In changing from pro rata to spread 
reinsurance, one should bear in 
mind that spread loss contracts are usu- 


1OSS 


YTOSS 


ally written for a term of five years cover approximately $5 million. 

and are noncancellable. Furthermore, It is to protect itself against the un 
if the experience of the reinsured com- wsual and remote contingency or un- 
pany should turn suddenly bad, it would foreseen loss that a direct writing com- 
probably have to make up for this ad- pany purchases reinsurance, because it 
verse experience quicker under spread can alwavs afford to pay its own normal 


loss reinsurance than if it were reinsur- losses. So far as these contingenc ies are 
ing under pro rata, because one-fifth concerned, pro rata reinsurance offers 
of each loss the reinsurer pays plus a much more complete ‘protection than 
loading would be charged back to the spread loss reinsurance because the lia- 


spread loss reinsurers is always 
definite limit in any one 
the recent northeastern 


bility. of 
subject to a 
event. In 


direct writing company each year. 
One should also bear in mind that it 
is difficult to change back from spread 


loss 
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windstorm, we have a poanere illustra- 
tion of the assistance pro rata reinsur- 
ance can provide. Thousands of small 
claims are being paid by the direct writ- 
ing companies. If their reinsurance is 
pro rata, their reinsurers will pay their 
proportionate share of each small loss. 
If their reinsurance is spread loss, the 
direct writing companies will pay each 
and every loss on their own account 
and will not receive reinsurance assist- 
ance unless:and until their gross loss 
exceeds the retentions required by their 
contracts, and their recoveries will be 
subject to the maximum limits stated 
in their contracts. 


Catastrophic Exposure Increases 


When a company replaces its pro rata 
reinsurance by spread loss, its net catas- 
trophic exposure increases and, conse- 
quently, a direct writing company will 
ordinarily have to pay not only a larger 
premium for its catastrophe cover of 
the same maximum limit over the same 
retention as it paid previously, but will 
also usually have to pay a higher per- 
centage rate or increase its net reten- 
tion. This is one ot the additional costs 
of spread loss reinsurance. 

\ company can operate 
versatility under pro rata 
than under spread loss reinsurance. Un- 
der pro rata reinsurance it may vary its 
net retentions in different territories and 
carry a lower net in those territories 
where it has a heavy concentration of 
liability. Under spread loss reinsurance 


with 
reinsurance 


more 


a company usually has to carry or does 
carry the same net retention on each 
jak. 


Another advantage claimed for spread 
reinsurance is that it permits the 
direct writing company to retain a part 


loss 


of the profits that the company would 
otherwise pay to its pro rata reinsurer 
his may or may not be true. As we 


pointed out previously, any type of re- 
insurance must eventually be profitable 
or the ceding companv will lose its re- 


insurance facilities. Over a period of 


years, pro rata reinsurance has _ pro- 
duced only a moderate profit, although 


this may be difficult to prove since many 
direct writing companies accept pro rata 
reinsurance and many strictly reinsur- 
ance companies accept some excess of 
loss reinsurance as well as pro rata 
reinsurance. The preponderant part of 
the professional reinsurance companies’ 
business, however, has been pro 
reinsurance. 


rata 
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Spread loss reinsurance is not the? 
same as or a substitute for pro rata Re: 
reinsurance. It is a different type or 
form of reinsurance, operates differently, 
and performs a different function, — 
It is rather difficult to say which com- | 
pany will be better off with pro rata! ¢ eine 
reinsurance and which will be better off / — 
with spread loss reinsurance. Although we 
it may be trite to say that each indj- be $1 
vidual company’s reinsurance problems ion 
are different, nevertheless it is true, and) 42) seg 
each company’s reinsurance needs re- na ae 
quire a careful analysis. The type er a 
types of reinsurance used are going to S'S © 
vary not only with the needs of each #Y°™#! 
individual company, but also with the ®™S4" 
attitude of the management. Some jn- excep! 
surance executives are interested in hay- *Y°™@S 
ing their company carry a greater part * cer 
of its risk so as to save reinsurance costs "te 
while others are interested in greater — 
reinsurance protection. ally m 
ence | 
Management Must Decide the pr 
Recognizing the danger of generaliz- @V&T@& 
ing, it may be said that ordinarily a plus— 
company with a good spread of business, 5070 1 
a seasoned portfolio, a substantial yol. COV 
ume of premiums in relation to the size U"der 
of its gross lines and with a large sur lose " 
plus in relation to its premium volume) With i 
may more logically consider using P@¥™ 
spread loss reinsurance. On the other loadin 
hand, a company which is writing or an- *® PFO 
ticipates writing a substantial volume trophe 
of business in relation to its surplus, '® PY 
or which writes relatively large lines in protec 
relation to its total premium volume, oO 
which operates in a restricted area, or Myst 
which has a heavy concentration in a 
catastrophic territory, should seriously The 
ceahien reinsuring on a pro rata basis. it cuts 
After all these factors have been con-| with it 
sidered, it is still a question for the! of a | 
management of each individual company! year o 
to decide. delude 
Again generalizing, it may be said that getting 
in most cases the direct writing com-} not ca 
pany pays for exactly the protection it the lo; 
receives. If its net costs are less under. compa 
one form or type of reinsurance its’ million 
protection is generally less. The most. no par 
important thing to recognize in compar-} insure 
ing these two basic methods or forms of} trophe 
reinsurance is that they are different, targely 
and were developed to serve different; underv 
purposes and to satisfy different needs.’ writer: 
There will probably never be a time and cu 
within the foreseeable future when all) reinsur 
the reinsurance in the fire field will be A 
placed under just one of these forms 0! Jeaying 
reinsurance. It is, therefore, very im-, diately 


Profit Margin Narrow 


According to figures we have com- 
piled, the fire reinsurance companies 
operating in the United States have had 
a combined ratio (losses and loss ex- 
penses incurred to premiums earned plus 
expenses incurred to premiums writ- 
ten) of 99.2% for the 29 year period 
from 1921 through 1949, and a combined 
ratio of 99.5% for the 10 year period 
from 1940 through 1949. Although there 
have been years when these professional 
reinsurers had large profit margins, 
there have also been many years when 
they sustained substantial underwriting 
losses. It would appear that over a 
period of years, the professional fire re- 
insurers have not realized a very large 
profit, which means that the profit 
margin for pro rata reinsurance, fire and 
allied lines, has not been very large over 
the years. 

Summarizing, by using spread loss re- 
insurance, a fire insurance company is 
able to retain net a large portion of 
the business it writes. It can increase 
its net writings and unearned premium 
reserve and make a substantial saving 
in detail work. Pro rata reinsurance, on 
the other hand, gives a ceding company 
an opportunity to write more business 
than it can retain net and gives it more 
protection against catastrophes. Pro 
rata reinsurance also allows it more 
versatility in its underwriting and does 
not penalize it quite as quickly for bad 
experience as spread loss reinsurance. 
Furthermore, it preserves for the fu- 
ture the possibility of increasing its net 
premiums written and unearned pre- 
mium reserve by changing from pro 
rata to spread loss. 


portant that each individual company | serve | 
consider carefully which type of rein- 


; tion of 
surance is best suited for its particular! jjapitit 
needs, loss ¢< 

cdaiictben | Since 
. - loss c¢ 

Excess Profits Tax Bill course, 
In connection with the excess profits} - sh 
tax the Senate finance report and the bill} Kind tl 
itself lists insurance as one of the in-/ @7€ yor 
dustries possibly depressed. Rates prob-| liabilit; 
ably would be 2% surtax increase el tive n 
fective for 1951, plus the EPT of 30%} modati 


for a total of 77% for surtax normal and Standp. 
EPT. The Senate had a tax 60% ceil: reducir 
ing. Conferees may increase this to 62% to thre 
on over all earnings. The taxpaying — 
corporation might have a tax of les} 

than the ceiling, but couldn’t have on¢ = 
of more. The ceiling was 80% in the las 
war. 


Hubert Made Claims Chief 


James A. Hubert has been placed inl 
charge of the claims division of the 
Pacific general agency at Seattle, suc 
ceeding Vern Osterberg, who has re 
signed to enter the independent adjust’ 
ing field. Donald Hoffman, fa ie 








with the Teachers at Seattle, has joie 
the claims staff. 
N. D. Fire Rates Reduced 

BISMARCK, N. D.—A general 
duction of about 15% in fire rates | 
dwellings in cities and towns and 4 
15 to 25% cut on farm dwellings 4 
effects is announced by the North De 
kota department. 
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Reinsurers Profit Little, Serve Much > 


(CONTINUED FROM PAGE 22) 








kind you want to protect for the pre- 
ceding five years. Divided by five you 
get the average per year. Assume it to 
be $100,000 you are then told that by 
payment of a rate producing a sum of 
anywhere between $125,000 to $150,000 
of your next year’s losses of the kind 
which you wish to protect will be taken 
care of. If your losses are less than the 
average, your cost would drop for the 
ensuing year but will always be (with 
exceptions) 20% to 50% more than the 
average and it “will never cost less than 
a certain precentage of your writings, 
neither will it cost more than a certain 
percentage. As these contracts are usu- 
ally made for five years and your experi- 
ence year by year enters into the cost, 
the price you pay annually is usually the 
average of what the other party pays 
plus—and remember that plus—20% to 
50% more as a margin of safety and to 
cover brokerages and expenses. True, 
under adverse conditions the cover may 
lose in individual years but if you stay 
with it you must refund to them their 
payments (with limitations) plus the 
loading. Also I believe there is a limit 
to protection of the cover against catas- 
trophes so that in addition you will have 
to purchase coverage of that type to 
protect the shortcomings of the spread 
loss cover. 


Must Pay for Advantage 


The only apparent advantage is that 
it cuts out much clerical work associated 
with itemized reinsurance and by the use 
of a five year average spreads a bad 
year over the succeeding years. Do not 
delude yourself, however, that you are 
getting any advantage for which you are 
not called upon to pay heavily under 
the loading. This is all very well for 
companies which have resources by the 
millions—as a matter of fact, there is 
no particular reason why they should re- 
insure at all, if it were not for the catas- 
trophe hazard. That they do reinsure is 
iargely to retain some control of their 
underwriting and to keep their under- 
writers from exercising their judgment 
and cutting down the lines by facultative 
reinsurance. 

A company with moderate resources 
leaving treaty reinsurance would imme- 
diately find its unearned premium re- 
serve mounting with consequent deple- 
tion of its surplus. Then take tornado 
liability and find out how many spread 
loss covers will take on tornado risks. 
Since the experience under the spread 
loss cover produces the rate, then, of 
course, there is a desire to exclude from 
the protection of the cover risks of a 
kind that have a high loss ratio. What 
are you going to do about placing that 
liability, for it is hard to find a faculta- 
tive market for nothing but accom- 
modation risks? From an underwriting 
standpoint there seems a great danger in 
reducing all risks to a common level or 
to three common levels like frame, brick 


and fireproof without any consideration 


of the 101 influences that make a risk 
good, bad or indifferent. Still further is 


the use to which many companies put 
some of their treaty for the development 
of reciprocal business. A spread loss 
cover would promptly upset that plan. 


Tough to Go Back 


Then suppose some day you determine 
that you want to leave the cover basis 
and return to the treaty method. It 
will take five years to recover your po- 
sition because all your business in force 
has been underwritten on an entirely 
different foundation and though I under- 
stand that these covers are disposed to 
help you tide over such difficulties, it 
cannot be a very happy disposition of 
the matter. 

Reduced to its essenials treaty rein- 
surance is the only method whereby 
risks can be underwritten on their in- 
dividual merit, and, in connection with 
this method, the treaty reinsurers as- 
sume the liability and run it off, for bet- 
ter or worse. If it is profitable, you 
get a share of the profits in one form 
or another and if it is an steeiae very 


few of you are called upon to contribute 
to those losses. On the other hand, the 
spread loss cover in its basic form rep- 
resents a method whereby you ultimately 
give to the reinsurer anywhere from 
20% to 50% more than the losses they 
will pay (with exceptions) for the con- 
venience of dispensing with itemized re- 
insurance. The two systems have noth- 
ing in common and I do not believe 
there is danger of one replacing the 
other to anything but a limited extent, 
because treaty reinsurance is unquestion- 
ably reinsurance and a spread loss cover 
is purely a financial arrangement where- 
by losses are paid by the reinsurer with 
funds furnished by the ceding company 
in amounts substantially in excess of 
the losses. 

What the future holds 
insurance is hard to tell. In its essen- 
tials (but lacking its details) it is the 
same thing I found when entering the 
business in 1902 and I doubt that it 
differs very much—except in method 
and details—from the way it was trans- 
acted in 1852. In 100 years or more no- 
body has found a way to dispense with 
it—its universal use is the soundest evi- 
dence of its practicability—and I venture 
to forec ast that the year 2000 will find 
insurance and reinsurance as closely al- 
lied and ‘indispensable to each other as 
the close of 1950 will demonstrate. 


for treaty re- 





Winds Blow on Fire Reinsurers 
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down the cost he writes a larger and 
larger net retention. It also imposes an 
extra charge on the operations of the 
direct writer. One observer thinks the 
only time the direct writer should buy 
spread loss is if he has such heavy 
reserves that he does not need reinsur- 
ance, or that is all he can buy in the 
reinsurance market. 

Spread loss offers neither reinsurer 
nor direct writer a chance to disengage 
without hurting one or the other. When 
the chips are down, and the direct 
writer has a bad fifth year, the reinsurer 
is obliged to let the direct writer off 
the hook, if it expects to maintain good 
relations with its customers or prospec- 
tive customers. The professional rein- 
surers mostly do not regard spread 
loss as durable. 





PROPONENTS’ VIEWS 





The executive of one company that 
has been operating under a spread risk 
contract for two or three years is quite 
enthusiastic about it and believes the 
plan is here to stay. As time goes on, 
he suggested, there may be some 
changes in the way the plan works 
and in exactly what the direct writer 
wants. For example, he thinks that the 
net retention of the larger companies 
will come closer and closer to the gross 
line. The trend will be to larger net re- 
tentions by the direct writer. 

However, basically the plan 
this insurer. 


satisfies 


This executive thinks that the sav- 
ings are material, particularly in clerical 
assistance formerly needed to handle 
surplus treaty or quota share reinsur- 
ance. It saves a substantial number of 
clerks who were busy making the com- 
putations so burdensome when all re- 
insurance is on that basis. It also saves 
in the underwriting, in the statistical 
load, and in the loss expense. 

He also believes the plan increases 
the responsibility of the underwriter 
and therefore develops him. Under sur- 
plus reinsurance, the underwriter does 
not get into the habit of carelessly tak- 
ing almost any amount on almost any 
risk with the idea of sloughing off a great 
portion of the more hazardous risks on 
the reinsurers. For example, he doesn’t 


take a $25,000 line on. a lumber yard 
and then blithely reinsure $20,000. For 


purposes of illustration, suppose the net 
retention on this line is $10,000—it may 
be higher under spread loss—if the risk 
is a bad one, he tries to correct it. 
Under spread loss he knows that his 
company is going to have to pay for its 
own losses over the years. Therefore 
everything is underwritten as though his 
company were taking the entire line, or 
is underwritten substantially in that 
manner. This induces more underwrit- 
ing as such than the underwriter pre- 
viously performed. 

Another point he makes is that the 
spread loss is an automatic agreement 
whereas in treaty reinsurance cover is 
a matter of consent and there is a time 
element involved. If the dailies are lost 
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and the reinsurer not notified, there is 
a possibility the direct writer does not 


have reinsurance. There is no such pos- 
sibility under spread loss. 

One spread loss contract illustration 
worked out by a direct writer to illus- 
trate the contract’s mathematical char- 
acter, is as follows: 

The deductible, that is first loss to 
the company, is $25,000. This can be 
left at a set figure and when need arises 
for additional commitment by reinsur- 
ance, a treaty can be worked out or 
the business placed f facultatively so that 
underwriters are not frightened by hav- 
ing the substantial net retention in- 
creased. 

The reinsurance is the next $10,000. 
The direct writer takes the next $25,000 
and the reinsurer another layer of $350,- 
000. The direct writer comes back in 
for $100,000 at this level, and the re- 


insurance takes the next $400,000. This 
gets the liability up to substantially 


$1 million. 
Can Keep 20% of Layer 


In order to improve the rate at which 
the direct writer buys the cover, the 
direct writer can retain $25,000 and give 
the reinsurer his first layer on an 80% 
basis, retaining 20% of the liability in 
that layer. The proportion here almost 
exactly equals the saving to the direct 
writer in the reinsurance premium, that 
is, he saves 20% in outlay if he takes 
20% of the liability. 

One direct writer that uses excess of 
loss to meet its basic reinsurance re- 
quirements does not always put through 
that contract on the more hazardous 
risks but buys separate surplus or treaty 
reinsurance to take care of it. The pur- 
pose of this, of course, is to protect the 
direct writer’s loss ratio under the ex- 
cess of loss contract, since the latter by 
its terms imposes on the direct writer 
the obligation of paying its own losses. 

The question naturally arises as to 
what the excess of loss contract does 
for the direct writer, if it must even- 
tually pay its own losses plus the ex- 
penses of the reinsurer and some profit 
for the latter. What the direct writer 
is after, of course, is a leveling out of 
the loss ratio; what it is buying is a 
guarantee that in no one year will the 
losses be so bad that the course of the 
company is violently disturbed. 


P. W. Preferred 53-531/, 


The new Providence Washington con- 
vertible preferred stock that was sold 





to common stockholders at $52 per 
share is now being quoted in the un- 
listed securities market at 53 bid and 
53% asked. 

Of the 80,000 shares of convertible 
preferred offered for subscription by 


73,503 shares 

Representa- 
that 
un- 


holders of common stock, 
or 91.9% were subscribed. 
tives of underwriters announced 
no general public offering of the 
subscribed shares will be made. 
George J. Covington, with Mayfield 
(Ky.) Insurance Agents, local agency, 
is retiring as postmaster there after 
15 years to devote full time to insurance. 
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Stockholders 
Lose Patience 
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driver of truck. 

contrac- 
well cas- 
oil well 


cumstances favoring 

6. Employe of independent 
tor injured while pulling oil 
ings and suit against owner of 
resulted in verdict of $125,000. 

Files of reinsurance companies 
tain many more similar to 
and a multitude of ones for 
amounts. 


COMPENSATION LOSSES 


1. Employed, aged 30, fell 
trestle and is a paraplegic. The rein- 
surance company reserve is $88,000. 

2. Employe, aged 36, struck by a 
falling article when loading truck, re- 
sulting in paralysis. Reinsurer’s reserve 
$80,000. 

3. Employe, 
tree and is paralyzed. 
serve $44,000. 

+. Employe, 
fall from a ladder. Reinsurance 
pany reserve is $167,000. 

5. Employe, aged 34, struck in the 
back by a large piece of steel. He is a 
paraplegic. Reinsurer’s reserve $55,000. 

All of these are single person acci- 
dents and there are many more in the 
files of the same caliber, but these 
should serve to illustrate the cost that 
can be involved in single person cases 
only, notwithstanding the exposure that 
the ordinary reinsurer has in connection 
with accidents involving a number of 
employes. 


Auto-Owners Field Men Meet 
LANSING, MICH. Auto-Owners 


held a two-day meeting of branch office 
claim adjusters and agency field men 
here. W. O. Cole, manager of the newly 
established fire underwriting depart- 
ment, introduced the fire program. 
Auto-Owners in the past has confined 
its business to casualty lines, chiefly 
automobile. 

W. C. 


con- 
these 
lesser 


cases 


from the 


aged 38, struck by falling 
Reinsurer’s re- 


paralyzed from 
com- 


aged 19, 


Searl, secretary, presided at 


the closing dinner session, with Vern V. 
Moulton, president, talking on progress 
the past year and its plans for expan- 
sion. 


Williams N. J. C.P.C.U. Chief 

Samuel M. Williams, Jr., Maryland 
Casualty, Newark, has been ea 
president of the New Jersey ’C. P. 
chapter. A. J. Wehlreich, Newark ‘i 
agent, is vice-president; A. E. Koeppel, 
Hackensack, is secretary. 


D. C. Group Meets 


The monthly luncheon meeting of 
District of Columbia Assn. of Insur- 
ance ‘Agents was featured by the show- 
ing of a new film on automobile safety, 
narrated by screen star James Stewart, 


together with half a dozen speakers 
reporting on the Chicago convention 
of the National association. 





Elmer S. Tiger, manager of Aetna 
Casualty at Rochester, N.Y., has-been 
elected president of the Rochester Safety 
Council. 


David F. Barrett, St. Louis insurance 
news correspondent became a_ grand- 
father for the sixth time Christmas day 
when a daughter was born to his 
daughter, Mrs. Neil Joseph Gallagher. 


Edward Rosenberg, who has been ap- 
pointed resident vice-president of Ex- 
change Insurance Assn. of Chicago, is 
also secretary and general manager of 
Insurance Co. of Maryland. 


Members of Indianapolis Ass’n. of In- 


surance Women are taking an eight 
month course in “Charm in Business” 
which includes public speaking, use of 


a microphone, telephone etiquette, fash- 
ions for business women, use of make- 
up and hair-styling, posture and dan- 
cing. This was arranged by Mary Lou 
Felitman, chairman of the educational 
committee. Ray L. Dubois, state agent 
for Northern of New York, is the in- 
structor in public speaking and use of 
microphone. 


HeNATIONAL UNDERWRITER 


War Semenas Bill 
Runs Into Difficulties 


WASHINGTON — Prospects for 
Senate passage of the war damage bill 
were dimmed by (1) rumored opposi- 


tion of Senators Anderson, New Mexico, 
and Taft; (2) illness of Senator May- 
bank, which may prevent his sponsoring 
the measure on the Senate floor, and 
(3) apparent antagonism of Senator 
Robertson, Virginia, in the banking 
committee. 

John Wicker, 
ance representative 
strongly opposed 
provision for workmen's 
reinsurance, 


American Mutual Alli- 
from Virginia, 
legislation without 
compensation 


The U. S. Chamber of Commerce 
has written Senators that the war dam- 
age bill could be improved by author- 
izing such reinsurance, but added it 
does not press the point if such amend- 
ment would jeopardize enactment of 
the measure. 

Defense Department Insurance Di- 
rector, Thomas Kane has sent the joint 
rating plan submitted by the casualty 
industry committee back to that body 
with “comments” from his office and 
from the armed forces’ insurance divi- 
sions. 

Kane said the plan was “neither ac- 
cepted nor rejected.” 

He expressed the hope it or 
another plan will be _ submitted 
by the committee, more nearly in line 
with government thinking, with changes 
which would make it better from the 
government viewpoint. 

Kane’s insurance advisory board 


meeting Jan. 3 will consider a number 
of points on which the board’s sugges- 
tions are wanted, points that have arisen 
on different items involving questions 
of policy. The meeting will not be at- 
tended even by armed forces’ insurance 
division officials. 


St. Louis Nominations 


ST. LOUIS—The 1951 officers of 
Casualty Executives Assn. of St. Louis 
and Surety Underwriters Assn. will be 


elected at a joint dinner meeting about 
Jan. 15. Nominated for president of 
the casualty association is R. A. Halla- 
han, Metropolitan and Commercial Cas- 
ualty; vice-president, E. C. Kottmeier, 
Fidelity & Casualty; secretary, William 
A. Gray, National Surety. 

For the surety groups president, Her- 
bert W. Hitchings, Fidelity & Casualty; 
vice-president, L. R. Willson, 
U.S.F.&G.; secretary Clarence J. Cro- 
ckett, Maryland Casualty. 


Problems of Facultative Placers 


Pacific Sead Panels Tell 
Of Service Activities 


A series of six illustrated panels tell- 
ing the story of the public service activ- 


ities of stock fire insurance companies 
has been prepared by Pacific in re- 
sponse to requests from local agents’ 


associations, fire departments and other 
groups for material to display at con- 


ventions, public meetings, fairs, shows 
and on other occasions. 
Each panel is 22 by 22 inches and 


constructed with an easel back so it can 
stand by itself. A short, “to-the-point” 
message on one aspect of the public 
service activities is given on each panel 
and illustrated by a photograph. 


Form Eaton County Assn. 


CHARLOTTE, MICH. — Eaton 
County Assn. of Insurance Agents was 
organized at a meeting here, sonsolidat- 


ing several local groups. Harry O. Culp, 


Grand Ledge, was named _ president. 
Vice-president is Carl Ackley, Eaton 
Rapids; secretary, Bernard Schroeder, 


Charlotte. 


Secured Buys Building 

INDIANAPOLIS — A 
building at 426 North Meridian street 
has been bought by Secured Under- 
writers, Inc., acting for the Secured F. 
& M. and Secured Casualty, to be occu- 
pied by the home offices of the com- 
panies next spring. It is planned to 
reface the front with Indiana limestone, 
when possible, and to expand the build- 
ing by adding two more floors at a suit- 
able time. The structure can be made 
an eight-story building later. 


two - story 


Trade Group’s Christmas Party 

The insurance section of the New 
York Board of Trade held its annual 
Christmas party at the Drug & Chemi- 
cal Club. Henry C. Thorn, North Amer- 
ica, chairman of the executive com- 
mittee, and other insurance people were 
on hand as hosts. 


Joins Reinsurance Bureau 


Employers Mutual Casualty of Des 
Moines has joined Mutual Reinsurance 
3ureau for fire business effective Jan. 1. 
Employers Mutual is now authorized for 
full multiple line underwriting. 


Mariners Club of Atlanta is 
its Christmas party Dec. 21. 


holding 
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possibly it places it with London Lloyds. 

The impression of active placers is 
that less business is being parceled out 
via the facultative route than has been 
true in the past. Some companies have 
increased their net retentions, and many 


companies are putting more in their 
treaties because the professional re- 
insurers can handle somewhat more 
business than formerly and are in- 


terested in getting it. 

There is still a disposition to regard 
facultative as an expensive method for 
placing business, though it does not bear 
any field expense. A few companies 
have cut it out. The placers, of course, 
do not regard this assumption as proved. 
To some extent it depends on volume 
placed. But perhaps the most important 
service the facultative placers render the 
companies is to spread the less desir- 
able risks widely through the market. 
This is still true even though companies 
are somewhat more conservative on the 
lines they will take and there is some- 
what less volume for placers to handle. 
One placer advanced the idea that there 
are times when a line does not get 
placed, does not get placed in toto, or 
gets placed only with difficulty because 
underwriters in some companies are 
overloaded and they are simply too busy 
to look up the line book to see what the 
company’s line is. 


One key to the successful placement 
of the business, one observer indicated, 
is to start with the company that will 
take on a substantial line. This often 
is effective in persuading others to fol- 
low and to take perhaps as much as the 
first taker or more. 

Two or three years ago when there 
was a big rush of business the faculta- 
tive placers were regarded highly. It 
required experience, skill and courage 
to do a good job in those days, and the 
best of the placers were recognized for 
their worth. When facultative is easier 
to place, as it is today, the tendency is 
to send out less experienced—and less 
expensive—personnel, or even do it by 
telephone. 

However if the loss ratio goes up 
there will be more for placement by the 
facultative route and the placer will get 
more attention. 

Certainly the good placer is worth his 
salt. He has to be a salesman and know 
the market; he must be thoroughly 
familiar with the business and under- 
stand underwriting, he must have a lot 
of friends, and these take a long time 
to develop. He often has to say, “This 
is a poor risk and I need help.” Many 
facultative placers are former underwrit- 
ers and are not only capable in under- 
writing but in selling, meeting people, 
and negotiation. 
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Convention Dates 





Feb. 6-7, Health & Accident Under. fj 
writers Conference, annual group meet. 
ing, Drake hotel, Chicago. 

Feb. 27-28, Zone 5 of N.A.I.C., Cosmo. 
politan Hotel, Denver. / 
Feb. 27, Pittsburgh Insurance Day, 
William Penn Hotel. - 
April 1-2, Insurance Advertising Con. 
ference spring meeting, New York ) 
April 2-5, N.A.LC. blanks committtee. } 
Commodore Hotel, New York. j 
April 10-11, Minnesota Agents, mid. [ 

year, Radisson Hotel, Minneapolis. 

April 10-11, Zone 4 of N.A.LC., Roose- 
velt Hotel, New Orleans. 

May 9-11, Alabama Agents, annual, 
Battle House, Mobile. 

May 14-16, Health & Accident Under. , 
writers Conference, annual, Book-Cadil- 
lac Hotel, Detroit. 

May 14-16 Insurance Accounting & 


Statistical Assn., Palmer House, Chicago. 


June 3-6, National Assn. of Insurance 
Commissioners, annual, New Ocean | 
House, Swampscott, Mass. 


June 14-16, 


Life Insurers Conference, 
annual. 


Greenbrier hotel, White Sulphur 
Springs, W. Va. 

Sept. 10-13, National 
pendent Insurers, annual, 
Chicago. 

Sept. 11-13, 
annual, Monmouth 
N. J. 

Oct. 5-6, Colorado Agents, annual, 
Boardmoor Hotel, Colorado Springs. 

Oct. 29-31, Bureau of A.&H. Underwrit- 
ers, annual, Homestead, Hot Springs, 


a. 


Assn. of Inde- 
Hotel Stevens, 


International Claim Assn., 
Hotel, Spring Lake, 


| 


Cal. Gets pew + Reed 


SACRAMENTO—A plaque honoring 
California for marked progress in safe 
driving instruction in the state’s high 
schools during the past year was pre- 
sented here to Roy Simpson, super- 
intendent of public instruction, by Perry 
H. Taft, west coast manager of Assn. of 
Casualty & Surety Companies. 

In qualifying for the superior award, 
the program’s highest honor, California 
now offers courses in safe driving in 397 
of its 423 secondary schools. More than 
84,000 students, 86% of ged eligible, 
are enrolled, compared with 53,000 the | 
previous academic year. The pores last 
year made driver education a required | 
course for all high schools. 





Hear Talk on Credit Buying 


San Antonio Insurance Exchange | 
heard Sterling S. Speake, retail credit 
training specialist of University of Texas 
extension division, discuss credit buying 
trends. He attributed difficulties in col- 
lection by insurance men as well as 
merchants to buying beyond income and 
the transient type of population, pointing 
to the fact that three out of 10 families 
change their address during the year. 

Jack R. Holmes, formerly Seattle 
state agent for Corroon & Reynolds, has 
joined West & Nathan local agency at 
Walla Walla. 


Norman A. Chrisman, local agent at 
Pikeville, Ky., was commissioned a col- 
onel on the staff of former Governor 
Clements, just before he went to Wash- 
ington, as U.S. Senator. Mr. Chrisman 
is a former president of Kentucky Assn, 
of Insurance Agents, state national di-' 
rector of Kentucky, and a member of 
the executive committee of the National 
association. 





. Grover Galloway of Louisville, 


tired state agent for North British & 
Mercantile, underwent an _ operation 
there last week. He expects to return 


to his home before the close of the yeal. 


THOMAS L. THOMSON, JR. who 
was an adjuster attached to the office of 
Robert M. Hill at Detroit, was kille 
in action in Korea on Thanksgiving 
Day, Mr. Hill has just been advise 
He was a marine reserve and left for 
duty in September. Just prior to his} 
departure he had been admitted to prac 
tice law in Michigan. His age was 2%. 





FRANK DRIVER, 62, who had _ oper- 
ated a local agency at Indianapolis = 
20 years, died Christmas day after a brie 
cashier of 


illness. He was at one time 
the old Citizens State Bank of Indian- 
apolis. 
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something wide is happening to doors! 


There’s no secret about what is happening these days to 
doors all over the country. They're being opened — fast 
and wide —to Agents of the North America Companies! 


It’s the work of our consumer advertising campaign, 
currently running in The Saturday Evening Post, Life, 
Collier's, Look, Better Homes and Gardens, American 
Home and National Geographic. 


This advertising program reminds millions of maga- 
zine readers that the North America Agent’s expert advice 
and counsel can protect them from loss ... that he is the 
man who can give them insurance to fit their own needs. 


The volume-minded Agent will take full advantage of 
North America’s advertising and merchandising program. 
He will follow up the sales opportunities it creates... 
and profit. 





Insurance Company of North America, founded 
1792 in Independence Hall, is the oldest American 
stock fire and marine insurance company. It heads 
the “North America” Companies which meet the 
public demand for practically all types of Fire, 
Marine and Casualty insurance, Fidelity and 
Surety Bonds. Sold only through Agents or Brokers 


INSURANCE COMPANY OF 


poe NORTH AMERIC 


At COMPANIES, Pheladelphia 


Insurance Compary of North America * Indemnity Insurance Company of North America « Philadelphia Fire and Marine Insurance Company 
I i I 








“powder and ball will 


decide this question”’ 


“My hand trembles, but my heart does 
not,” said palsied Stephen Hopkins of Rhode 
Island when he signed the Declaration of 
Independence. Two years before, at the 
First Continental Congress, Hopkins had 
anticipated the struggle for independence. 
Then he had said, “Powder and ball will 
decide this question.” Both statements were 
the sentiments of a simple, brave and force- 
ful man. 

Some of Stephen Hopkins’ simplicity may 
be seen in his home, which is still standing 
in the heart of Providence. When Hopkins 
bought the house from John Field, Jr. in 
1742, it had one-and-a-half stories, divided 


’ 


into a “keeping room,” an adjoining bed- 
room, and an unfinished attic. A year later, 
Hopkins added a two-and-a-half story front 
to his home, the better to identify it as the 
residence of a bright and rising young man. 

Stephen Hopkins was self-educated. Yet 
he influenced much of the early history of 
Providence and Rhode Island. He was Chief 
Justice of the Supreme Court of Rhode 
Island. He was ten times governor of the 
state. When he bought his home, Providence 
was a small town: inhabitants, 4,000; mills, 
one; churches, five; taverns, several. Hop- 
kins urged and effected the establishment 
of newspapers, libraries, banks and schools. 
He was responsible for moving Brown Uni- 





The panelling over the fireplaces is one of the chief charms 
of the Stephen Hopkins House 
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versity (then Rhode Island College) into 
Providence, and he served as its first chan- 
cellor. Still he found time to be a moving 


spirit of the American Revolution. 

In his Providence home, Hopkins enter- 
tained the great men of the times: Washing- 
ton, Franklin, Lafayette, and many others. 
One of Washington’s visits, in 1776, has 
given rise to two anecdotes. When the gen- 
eral arrived, Governor Hopkins and his 
wife were in Philadelphia, and Hopkins’ 
stepdaughter, Ruth, substituted as hostess. 
Neighbors urged upon her fine food and 
service for her guest. Ruth refused the 
offers, saying, “What’s good enough for my 
father is good enough for General Washing- 
ton.” It was on this visit, too, that Stephen 
Hopkins’ home joined those whose boast is 
that “Washington slept here.” The proof is 
a crack in the low, plastered 
ceiling . . . when Washington 
rose in the morning, he forgot 
how tall he was and struck 
his head. 
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All furnishings are of the late 18th century 


as it was when Stephen Hopkins lived in it 
and planned for independence. Few changes 
have been necessary in the interior. Thanks 
to the Colonial Dames of Rhode Island, 
Hopkins, Washington, Franklin and Lafay- 
ette, were they to revisit it today, would 
feel at home. 
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The Home, through its agents and brokers, is 
America’s leading insurance protector of Amer- 


ican bomes and the bomes of American industry. 
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Home Office: 59 Maiden Lane, New York 8, N. Y. 


With the exception of an 
added door, a copy of one of 
the same period, the exterior 
of the Hopkins’ home is much 
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The Home Indemnity Company, an affiliate, writes 
Casualty Insurance, Fidelity and Surety Bonds 
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